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U 1452. Computation of the income tax of a corporation 
for fiscal year ending in 1919. — Receipt is acknowledged of 
your letter dated March 22, 1919, relative to the proper method 
of applying the credit for excess profits taxes in arriving at 
the total income tax under the Revenue Act of 1918 in the case 
of corporations with a fiscal year ending in 1919. You ask 
the following question: 

"In computing the income tax at the 1918 and 1919 
rates respectively, should the excess profits tax actually 
to be paid by the corporation be used as a credit in both 
cases or should the amount of the excess profits tax at 
« ' the 1918 rate be used as a credit in computing the income 
tax at the 1918 rates and the excess profits tax at 1919 
rates as a credit in computing the income tax at the 1919 
rates?" 

In this connection you are advised that Article 1625 of Regu- 
lations 45, which is based upon Section 205 of the Act, provides 
that in the case of the fiscal year of a corporation ending in 
1919: 

"The method provided for computing the tax for a 
fiscal .year beginning in 1918 and ending in 1919 is as 
follows: (a) the tax attributable to the calendar year 1918 
is found by computing the income of the taxpayer and 
the tax thereon in accordance with the statute, as if the 
fiscal year was the calendar year 1918, and determining 
the proportion of such tax which the portion of such 
fiscal year falling within the calendar year is of the full 
fiscal year; (b) the tax attributable to the calendar year 
1919 is found by computing the income of the taxpayer 
and the tax thereon in accordance with the statute as if 
the fiscal year was the calendar year 1919, and determin- 
ing the proportion of such tax which the portion of such 
fiscal year falling with the calendar year is of the full 
fiscal year; and (c) the tax for the fiscal year is found by 
adding the tax attributable to the calendar year 1918 and 
the tax attributable to the calendar year 1919. 

In computing the net income of a corporation and the tax 
thereon in accordance with the statute as if the fiscal year 
was a calendar year, a credit is allowed under Section 236 (b) 
against the net income so computed of "the amount of any 
taxes imposed by Title III for the same taxable year." There- 
fore, in computing the income tax for the respective portions 
of the fiscal year falling within the years 1918 and 1919, the net 
income for the full fiscal year is in each case credited with the 
total excess profits tax for the full fiscal year computed at the 
rates in effect for 1918 and 1919 respectively. [Letter to Henry 
Brach, signed by J, H. Callah, Assistant to the Commission 
and dated April 26, 1919.] 
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fl 1453. The above letter from the Department holds that 
second of the two methods of calculating the income tax 
for a fiscal year ending in 1919 illustrated below should be 
used : 

Net Income for fiscal year ending February 28, 19 19. $100,000.00 

q Excess Profits Tax at 1918 rates $24,000.00 

Excess Profits Tax at 1919 rates $12,000.00 

^ Total Excess Profits Tax due — 

4 10/12 of $24,000 $20,000.00 

i 2/12 of 12,000 2,000.00 

fc^ 

4 Total Excess Profits Tax .' $22,000.00 

• 

<9 

Computation of Income Tax — Method I 

1918 rates- 
Income $100,000.00 

Less, Specific Credit ,... $2,000 

Excess Profits Tax 22,000 

-£ 24.000.00 

\< 

Subject to Tax at 10% $76,000.00 

Tax at 10% on $76,000 $7,600.00 

Total Income Tax — 

10/12 of $9,120 $7,600.00 

2/12 of $7,600 1.266.67 

Total Income Tax $8,866.67 



Computation of Income Tax — Method II 

1918 rates- 
Income $100,000.00 

Less, Specific Credit $2,000 

Excess Profits Tax 24,000 

$26,000.00 

Subject to Tax at 12% ' $74,000.00 

fcrfBfc* at 12% on $74.000 $8,880.00 

\ m W ■ — : — 
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1919 rates- 
Income $100,000 

Less, Specific Credit $2,000 

Excess Profits Tax 12,000 

14,000.00 

Subject to tax at 10% $86,000.00 

Tax at 10% on $86,000 $8,600.00 

Total Income Tax — ♦ 

10/12 of $8,880 $7,400.00 

2/12 of $8,600 1,433.33 

totai Tax $8,833.33 




ft 1454. Statement by the Bureau of Internal Revenue relat- 
ing to amortization — The statute allows, in the case of facilities 
or vessels acquired on or after April 6, 1917, for the production 
of articles (or the transportation of articles or men) contribut- 
ing to the prosecution of the present war, a reasonable deduc- 
tion for the amortization of such part of the cost of such 
facilities or vessels as has been borne by the taxpayer. 

This allowance is not based upon the difference between 
the actual war cost of such facilities and what they would have 
cost at pre-war prices. Obviously the taxpayer is not entitled 
to recover or extinguish through amortization more than the 
difference between the war cost of such property and what he 
can sell the property for after the war, or if he continues 
to need and use it in his business, what it would have cost 
him after the war. As the rule is expressed in Article 183 of 
the Regulations: "The total amount to be extinguished by 
amortization, in general, is the excess of the unextinguished or 
unrecovered cost of the property over its maximum value (either 
for sale or for use as part of the plant or equipment of a going 
business) under stable post-war. conditions." 

The law and the regulations are scrupulously fair to the 
taxpayer in this connection. No narrow or rigid construction 
has been placed upon the limiting phrase "articles contributing 
to the prosecution of the present war." A period of three years 
has been provided for re-examination and review in order to 
ascertain from the actual trend of prices and business what 
real decline may have taken place in the use and value of 
plant and machinery purchased at war prices; and the actual 
declines will be recognized or allowed against the income sub- 
ject to the war rates of taxation. Furthermore, the department 
has found it possible under the law to spread or apportion thj 
deduction over the amortization period, not in accordance 
months or years, but in accordance with the profits of 
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usiness. [See Article 185 of Regulations 45.] This means 
at the taxpayer will not be required to charge off any amor- 
tization in a year in which there are no profits to absorb 
it. He takes heavy amortization when he has heavy profits. 
Claims based upon pre-war costs will be regarded as unreason- 
able and as evidencing an intent on the part of the taxpayer 
to secure larger deductions than are warranted by the statute 
or by a fair construction of what the equities and necessities 
of the present situation require. 

fl 1455. Return and payment of tax under the special taxes 
on occupations law. — "Persons whose occupations are subject to 
an annual tax are advised by the Bureau of Internal Revenue 
to underscore on their calendars May 31, the last day for the 
return and payment of the tax. 

"Failure to make return and pay the tax by that date ren- 
ders the delinquent liable to a fine of $1,000 and an additional 
assessment of 25% of the amount due. The penalty for "wil- 
fully refusing" to make return and pay the tax is a fine of not 
more than $10,000 or one year's imprisonment, or both. For 
making a false or fraudulent return, the penalty is a fine of 
not more than $10,000, or one year's imprisonment, or both, and 
an additional assessment of 50% of the amount due. 

"The list includes brokers, $50. (If a broker is a member 
of a stock exchange, board of trade, or similar organization, 
the average value of a seat in which for the preceding year 
ended June 30 was $2,000, and not more than $5,000, there is 
an additional tax of $100, and if such value was more than 
$5,000, the tax is $150.) Pawnbrokers, $100; ship brokers, $50; 
custom house brokers, $50; proprietors of theatres, museums 
and concert halls, from $50 to $200, according to seating capacity 
of place of amusement (in towns and villages of 5,000 inhabi- 
tants or less, the tax is one-half of these amounts) ; proprietors 
of public exhibitions, exclusive of exhibitions held under the 
auspices of religious or charitable organizations, $15 in each 
State or Territory m which such exhibitions are held; pro- 
prietors of circuses, $100 in each State or Territory in which 
the circus- is held; proprietors of bowling alleys, $10 for each 
alley or table; proprietors of shooting galleries, $20; proprietors 
of riding academies, $100; persons operating passenger auto- 
mobiles for hire, $10 for each automobile having a seating 
capacity of more than two and not more than seven, and $20 
for each automobile having a seating capacity of, more than 
seven. 

"The law imposes also, in addition to all other taxes, a sper 
cial tax of $1,000 on the carrying on of the liquor business by 
brewer, distiller, wholesale or retail dealer or on the manu- 
facture of stills in any place in the United States 'in which 
carrying on such business is prohibited by local or municipal 
ws.' 

"The occupational tax became effective January 1. 
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U 1456. "The Revenue Act of 1918 imposes also on pleasur 
boats, power boats and sailing boats of over five net tons aT 
on motor boats with fixed engines not used exclusively fo 
trade or commerce or national defense, a tax according to 
length and tonnage. This tax became effective April 26. Re- 
turn and payment of the tax must be made on or before May 31." 
(Official announcement by the Bureau of Internal Revenue, 
dated May 22, 1919.) 

11 1457. T. D. 2847. Page 423. Gifts, ordinary, not de- 
ductible. — The following Treasury Decision does away with all 
doubt that has arisen as to whether contributions to the United 
War Work Fund and other similar organizations are de- 
ductible as necessary business expenses by a corporation: 

Treasury Department 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 

To Collectors of Internal Revenue, Internal Revenue Agents, 
and Others Concerned: 

The Revenue Act of 1918 contains two sections relating 
to deductions which may be made in ascertaining net income 
subject to tax. Section 214 relates to individuals and allows 
as deductions: 

(1) All ordinary and necessary expenses paid or incurred 
during the taxable year in carrying on any trade or business, 
etc. 

(2) All interest paid or accrued within the taxable year on 
indebtedness, etc. (with certain exceptions). 

(3) Taxes paid or accrued within the 'taxable year, etc. (with 
certain exceptions). 

(4-10) Certain allowances for losses, bad debts, exhaustion, 
wear and tear of property of various sorts. 

(11) Contributions or gifts made within the taxable year to 
corporations organized and operated exclusively for religious, 
charitable, scientific, or educational purposes, or for the preven- 
tion of cruelty to children or animals, no part of the net earn- 
ings of which inures to the benefit of any private stockholder 
or individual, etc. 

Section 234 relates to corporations, and allows as deduc- 
tions: 

CI) All ordinary and necessary expenses paid or incurred 
during the taxable year in carrying on any< trade or business, 
including- a reasonable allowance for salaries or other com- 
pensation for personal services actually rendered, and includ- 
ing rentals or other payments required to be made as a condi- 
tion to the continued use or possession of property to which 
the corporation has not taken or is not taking title, or in whi 
it has no equity. 
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(2) All interest paid or accrued within the taxable year 
on its indebtedness (with certain exceptions). 

(3) Taxes paid or accrued within the taxable year, etc. 
(with certain exceptions). 

(4 et seq.) Losses sustained of a certain character, bad 
debts, allowances for. exhaustion, wear and tear, etc. 

The question is presented whether corporations are entitled 
to deduct from their gross income for the purpose of the 
income tax, the amount of contributions to religious, charitable, 
scientific, or educational corporations or associations, this ques- 
tion arising most frequently with reference to contributions 
made to the Red Cross and other war activities. 

It will be observed that there is no express deduction per- 
mitted corporations of such contributions, as in the case of 
individuals, and unless, therefore, they fall within the defini- 
tion of some item of deduction allowed to corporations, they 
cannot be allowed. The only head within which it might be 
suggested that such contributions could be included is that of 
ordinary and necessary expenses paid or incurred in carrying 
on any trade or business, including reasonable salaries or other 
compensation, rentals, and payments for use of property, pro- 
vided for in Paragraph 11. Practically these same deductions 
are permitted in Section 214 in the case of individuals, and 
had such words included the contributions or gifts mentioned in 
Paragraph 11 of Section 214, it would have been necessary to 
put in such paragraph, as they would have been covered by 
Paragraph 1 of such section. 

The Attorney General, in an opinion dated May 19, 1919, 
states the view that ordinary and necessary expenses contem- 
plated by Paragraph 1 of Sections 214 and 234 were not intended 
to include all necessary expenses because the two immediately 
succeeding paragraphs provide for deducting interest and taxes, 
both of which are necessary expenses; also the provision in 
regard to allowance for salaries, compensation, rentals, etc., 
indicates that all of the expenses, which are contemplated under 
the terms used in Paragraph 1 of these sections, are expenses 
incurred directly in the maintenance and operation of the 
business, and not all those which may be beneficial and even 
necessary in the broader sense. 

In addition to the above considerations and to the fact 
that there is express provision for deducting contributions or 
gifts in the case of individuals, which is wanting in the sec- 
tion providing for deductions to be made by corporations, 
reference to the legislative history of the Revenue Act of 1918 
(Congressional Record for September 17, 1918) shows that an 
amendment providing that corporations might make deductions 
of contributions or gifts, as in the case of individuals, came to 
a vote and was defeated, the principal reason assigned in the 
debate being that it would be dangerous to authorize directors 
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to be generous with the money of their stockholders even for 
such laudable purposes. 

It is concluded, therefore, that corporations are not en-* 
titled to deduct from their gross income foi the purpose of the 
income tax the amount of contributions made to religious, 
.charitable, scientific, or educational corporations or associations, 
although such contributions may be made to the Red Cross 
or other war activities. 

DANIEL C. ROPER, 
Commissioner of Internal Revenue. 

Approved May 24, 1919: 

CARTER GLASS, 

Secretary of the Treasury. 

BUSINESS PROCEDURE 

tf 1458. Profit-sharing contracts. — It is not unusual for the 
compensation of an employee to be contingent upon the amount 
of profits of the business or of a given department of the 
business. Unfortunately a great majority of the contracts pro- 
viding for contingent compensation are so worded'as to raise 
the question as to whether the compensation is to be based 
on the profits before or after the deduction of the Federal 
income and excess profits taxes. The interpretation of a given 
contract depends, of course, upon its wording and the surround- 
ing circumstances. It is not within the scope of this article 
to interpret any of the various forms of contracts. In so far as 
Federal taxes are concerned, the employer is justified in con- 
sidering the amount of compensation to be paid to the em- 
ployee as. an expense of the year in which the services were 
rendered, which he may deduct in arriving at his taxable net 
income. 

If the contract is held to mean that the compensation is 
to be based upon the profits after the deduction of Federal 
income and excess profits taxes, we are confronted with the 
fallowing condition: The tax which is to be based upon the 
profits, less the contingent fee, cannot be determined until the 
fee is determined. The fee, on the other hand, is based upon 
the profits less the tax, and consequently cannot be determined 
until the tax is determined. 

1f 1459. The following form of contract and formula have 
been submitted by a subscriber as a method of solving this 
apparently unsolvable problem. The contract with the em- 
ployee should contain the following provision: 

To determine the exact amount of your fee, w* intend to 
regard the* fee as part of the cost of manufacture (or as an 
expense of the business), and therefore any taxes, computation 
of which depends upon the ascertainment of net income, would w.^^^tf 
be computed on a basis which would include the deduction *^B^T 
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f fee as a part of the cost of manufacture (or as an expense 
the business) from the gross receipts, notwithstanding the 
act that the exact amount of fee would depend in turn upon the 
ascertainment of the amount of such taxes. In the determina- 
tion of this fee contingent, the following formula is to be used: 

fl 1460. I. Where the contingent fee is based upon the 
profits of the entire business. 

Let X equal the tax to be paid 
Let Z equal fee 
Let A equal the total profits 
Assume fee is 20% of profits 
Then (1) .2 (A— X)=Z 

(2) A^-X = 5 Z 

(3) A— 5Z =X 

Assume value for Z and substitute in 7, getting a trial 
value for X. 

Subtract assumed value of Z from A and figure tax. 
If this does not equal X, try another value for Z. 

t[ 1461. II. If the contingent fee is based upon the profits 
on one department. ' 
Let X equal the total tax to be paid 

Let Y equal the tax to be paid on Department No. 1 profits 
Let Z equal- fee 
Let A equal the total profits 
Let B equal the profits on Department No. 1 
Assume Bonus equals 10% of profits of Department No. 1 

Then (=1) .1 (B— Y) =Z (multiply ing by 10) 

(2) B— Y = 10 Z (transpose) ' 

(3) B— 10 Z=Y 

Y b 2 

(4) = - ctr (multiply by X). 

X A— Z 

X (B ' Z) 

(5) Y = . (add 2 and 5). 

A— Z 

X /£ ^\ * 

(6) B— 10 Z = — (multiply by A— Z). 

(A-Z) 

(A— Z) (B— 10 Z) 

(7) = Z. 

B— Z 



, vai 



Assume a value for Z and substitute in 7, getting a trial 
value for X. 

Subtract assumed value of Z from (a) and figure tax. 
If this does not equal tax, try another value for Z. 
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ff 1462. The application of Formula I is illustrated by £*^^ 
following example: ij^^^ 

Case 1. The profits of a business conducted by an indi- 
vidual for the year 1918 amount to $200,000, of which an em- 
ployee is to receive 20% after the payment of income tax. 

The formula to be used is 

A— 5 Z = X 

It is necessary to assume a trial value for Z. We should 
endeavor ito make the trial value as close to the true value as 
possible. 

We know that the maximum amount of the fee would be 
20% of $200,000, or $40,000. We also know that the tax on nn 
income of $200,000 is $101,030, leaving a net of $98,970. The 
minimum amount of the fee would therefore be 20% of $98,970, 
or $19,794. 

The fee will therefore be between $19,794 and $40,000. We 
may select as our first trial the amount of $20,000. 

We ithen have 

$200,000— $100,000 = $100,000 

but on the basis of a $20,000, the tax [on $180,000] would be 
$87,430. This indicates that we have selected too small a fee^ 

We next try Z as being equal to $22,000 — 

$200,000— $1 10,000 = $90,000 

The tax on $178,000 [$200,000— $22,000] is $86,070, indicating 
that our estimate is still too low. 
We next try $23,000— 

$200,000— $115,000 = $85,000 

The tax on $177,000 [$200,000— $23,000] is $85,390, indicating 
that our estimate is slightly excessive. 

We are now certain that the correct amount of the fee is 
between $22,000 and $23,000. We may now obtain a fairly 
accurate solution upon the next <trial if we study the results of 
our two previous trials. 

We find that by increasing our fee $1,000, we decreased 
the true tax by $680, and decreased the value of X by $5,000. 

Our final trial will be $22,910 (a decrease of $90 from $23,000). 
Then 

$200,000— $114,550 = $85,450 

The tax on $177,090 [$200,000— $22,910] is $$5,451.20, which 
is sufficiently accurate for all practical purposes. 

ff 1463. The application of Formula II is illustrated by the fol- 
lowing example: A corporation has profits of $300,000, of which 
$100,000 is from Department No. 1. A is entitled to 10% of the 
profits of Department No. 1. The invested capital of the corpora- 
tion is $1,000,000. The corporation was in existence in the pre- 
war period, but earned less than 10% of its invested capital. 

The maximum amount of the fee would be 10% of $lOOt0QH^tt 
or $10,000. ^1^ 
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The tax, including income tax, on an income of $300,000 
would be $174,448. One-third of this, 'or $58,149,33, is charge- 
able against Department No. 1, leaving the net income for that 
department as $41,850.67* The minimum fee would therefore 
be $4,185.07. 

The formula to be used is 

(A— Z) (B— 10 Z) 

= X 



B— Z 

Assuming the fee to be $5,000 we have: 

($300,000— $5,000) ($100,000— $50,000) 



= X 



($10O,00O-$5,000) 

$295,000 X $50,000 

= $155,263.15 

$95,000 

The tax on an income of $295,000 ($300,000— $5,000) amounts 
to $170,328, indicating that our fee is too large. 
We then try Z as 4,500. Then— 

($300,000— $4,500) ($100,000 -$45,000) 

rr X 

($100,000— $4,500) 

$295,500 X $55,000 

= $170,162.82 ' 

$95,500 

The tax on $295,500 ($300,000— $4,500) is $170,750, which 
shows thait our fee is still too large. 

We observe that a decrease of $500 in the amount of the 
fee increases the tax $412 and increases the value of X by 
$14,899.67. Our final trial will be $4,480. Then 

<$300,00(K-$4,480) ($100,000— $44,800) 

= X 

($100,000— $4,480) 

$295,520 X $55,200 

= $170,777.84 

$95,520 

The tax on the income of $295,520 is $170,756.48, indicating 
that the fee of $4,480 is approximately correct. 

ff 1464. Preferred stock vs. bonds and notes. — A great deal 
has been written since 1917 about the relative advantage of 
financing by means of the sale of preferred stock as compared 
with the sale of bonds or notes. It may safely be said that 
the average corporation is able to sell its mortgage bonds at 
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from one to two, per cent, and its unsecured notes approxi- 
mately one per cent better than its preferred stock. That is, 
if a corporation is able to sell its 7% preferred stock at par, 
it should be able to sell its mortgage bonds on a 5 or 6% basis 
and its unsecured notes on a 6% basis. 

At first glance it would appear advisable to issue bonds or 
notes and thereby leave a greater amount available for dis- 
tribution among the stockholders. There are, however, two 
factors to consider: first, the effect of this on the corporation's 
mercantile credit, and, second, how this would affect its taxes. 
It is up to each concern to decide whether this would affect 
its mercantile credit to the extent of the amount of money 
it would save by issuing bonds instead of preferred stock. 

1f 1465. In 1909 and the following years corporations were 
converting their preferred stock into various kinds of deben- 
ture bonds. The purpose . of this was to enable the corpora- 
tion to deduct the interest in arriving at the amount of its 
taxable income. In these years there was an excise tax on 
the net* income, and the amount of invested capital in no way 
affected this tax. Those corporations which continued to finance 
themselves by means of preferred stock instead of bonds are 
considerably better off at present. This is illustrated by the 
following examples: 

A corporation had the privilege of issuing bonds or pre- 
ferred stock when it organized. We will take up each case 
separately. 

Common Stock $1,000,000 

Bonds— 7% 1,000,000 

Net income before deduction of mortgage interest.... 500,000 

ff 1466. Under the 1917 law this corporation is entitled to an 
exemption of 9% of its invested capital, plus the specific exemp- 
tion of $3,000 in computing its excess profits tax. 

Net income as above $500,000 

Interest on bonds 70,000 

Net income ' $430,000 

15% of invested capital $150,000 

Less exemption 93,000 

Amount subject to tax at 20% $57,000 

Amount of tax $11,400 

15% to 20% of invested capital subject to tax 

at rate of 25% 50,000 

Amount of tax at this rate >..}.... 12,500 

20% to 25% of invested capital, subject to tax 

at rate of 35% 50,000 . •■. 

Amount of tax at this rate 17,500 
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25% to 33% of invested capital subject to tax 

at rate of 45% 80,000 

Amount of tax at this rate 36,000 

Income in excess of 33% of invested capital tax- 
able at rate of 60%. . 100,000 

Amount of tax at this rate 60,000 

Total excess profits tax $137,400 

Income Tax — 

Net income $430,000 

Less excess profits taxes 137,400 

Difference subject to tax at rate of 6% $292,600 

Amount of normal tax $17,556 

Total tax due $157,956 

Net income available for distribution to the stockholders. $342,044 

Let us assume that the corporation had issued 7% Preferred 
Stock instead of bonds. 

Common Stock .$1,000,000 

Preferred Stock 1,000,000 

Net income 500,000 

The exemption would be 9% of $2,000,000, which is the 
amount of invested capital plus the specific exemption of $3,000, 
or $183,000. 

15% of invested capital $300,000 

Less exemption , ■-. 183,000 

Balance subject to tax at- rate of 20% $117,000 

Amount of tax $23,400 

15%. to 20% of invested capital 100,000 

Amount of tax at rate of 25% 25,000 

20% to 25% of invested capital 100,000 

Amount of tax at rate of 38% 35,000 

Total excess profits tax $83,400 

Income Tax — 

Net income $500,000 

Less excess profits tax 83,400 

Balance subject to normal tax $416,400 

Amount of tax at rate of 6% $25,984 

Total tax due $109,384 

^ .Net income available for distribution to stockholders. $390,616 
(Supplement No, 16) 645 



If the corporation issued a 6% bond instead of a 7% bond^ 
as we assumed, it would increase its net income by $10,000. This 
increase would be taxable at the highest rate, i. e., 60%. The 
normal income tax on the balance would be 6%. This would 
leave only $3,760 of the saving available for distribution among 
the stockholders. 

If 1467. Under the 1918 law. — We will assume the same facts 
except that the war profits credit will be 10% of the invested 
capital. 

Tax When Bonds are Issued 

Excess Profits Tax — 

Net income $430,000 

Net income not in excess of 20% of invested 

capital 200,000 

Less excess profits credit % 83,000 

Balance subject to tax at rate of 30% $117,000 

Amount of tax $35,100 

Net income in excess of 20% of invested capital. $230,000 

Amount of tax at rate of 65% 149,500 

Excess profits tax , $184,600 

War Profits Tax — 

Net income ~. $430,000 

Less war profits credit 103,000 

Balance subject to war profits tax at 80% $327,000 

War profits tax $261,600 

Since the war profits tax is larger than the excess profits 
tax, this is the one that should be paid. 

Income Tax — 

Net income $430,000 

Less war profits tax and specific exemption of 

$2,000 263,600 

Balance subject to tax at rate of 12% ... .. . .$166,400 

Amount of normal tax 19,968 

Total tax due $281,568 

Net income available for distribution to stockholders.. $148,432 ^ 
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Tax When Preferred Stock is Issued 

xcess Profits Tax — 

et income $500,000 

Net income not in excess of 20% of invested 

capital 400,000 

Less excess profits credit 163,000 

Balance subject to tax at rate of 30% $237,000 

Amount of tax $71,100 

Net income in excess of 20% of invested capital. $100,000 

Amount of tax at rate of 65% . 65,000 

Excess profits tax $136,100 

War Profits Tax— 

ISTet income ' $500,000 

Less war profits credit 203,000 

Balance subject to war profits tax of 80% $297,000 

Amount of tax $237,600 

Income Tax — 

Net income $500,000 

Less war profits tax and specific exemption of 

$2,000 239,600 

Balance subject to tax at rate of 12% $260,400 

Amount of normal tax 31,248 

Total tax due $268,848 

Net income available for distribution to stockholders. .$231,152 

1f 1468. As long as there is going to be an Excess Profits Tax, 
it is generally better to issue preferred stock rather than bonds. 
In five, ten, or twenty years, however, we will probably go back 
to the normal tax. This is a flat tax on the net income of 
corporations, regardless of their invested capital. Under this 
kind of a tax it is more desirable to issue bonds instead of 
preferred stock, even though the interest is as high as the 
dividends on the preferred stock. The following examples, in 
which the tax on the income is assumed to be 10%, will illus- 
trate the point: 

Capital Stock $1,000,000 

Bonds— 7% 1,000,000 



/■ 




Net income before mortgage 500,000 

ortgage— 7% 70,000 

>~, 

$430,000 
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Net income after mortgage brought forward $ 

Tax— 10% 43,0 

Net income available common stockholders: $387,000 

Capital Stock $1,000,000 

7% Preferred Stock 1,000,000 

$2,000,000 

Income $500,000 

Tax— 10% J 50,000 

$450,000 
Less Preferred Dividends 70,000 

Available common stockholders $380,000 

Common Stock .$1,000,000 * 

Bonds— 6% ....:... 1,000,000 



» ' i • • 



Net Income , . $500,000 

Interest on Bonds 60,000 

$440^000 
Tax— 10% 44,000 

Net income available for common stockholders $396,000 

ff 1469. In conclusion we will say again that the financing 
of a corporation by bonds or preferred stock is dependent upon 
the trend of the tax laws and upon the effect the issuing of 
bonds will have on the mercantile credit of the corporation. 
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, 1 1470. Occupational tax retmms.-'-Section 1001 of the Rev- 
enue Act of 1918, Paragraphs 1 to 11 inclusive, imposes certain 
special taxes on occupations, which became effective January 1, 
1919. Section 10P3 of tfce same' Ad imposes a special tax on 
pleasure boats, etc.; this special tax becoming effective sixty 
days after February 24, 1919. Section 3176 R. S., as amended, 
provided a twenty-five per cent penalty for failure to file return, 
within the time prescribed by* tew and a fifty per cent penalty, 
in case a false or fraudulent return is filed. t 

The instruction contained in S. T. Mimeograph 2087 pro- 
vided that Form 1 — Special should' be sent to special taxpayers; 
of record, and if return was not fifed, and the tax paid within 
thirty days after notice was received, the taxpayers would be 
liable to the twenty-five per cent penalty referred to above, 
but no mention was made in this mimeograph letter of those 
taxpayers who were liable under the Revenue Act of 1918, but 
not liable under previous Acts. 

All persons liable to the special tax under sections and para- 
graphs of the Act referred to above, including persons liable 
to additional special tax who were not notified by collectors 
on Form 1 — Special of their liability, must make return of taxes 
due and pay such taxes on or before May 31, 1919. If the 
return is not filed and the tax paid on or before that date, such 
taxpayer will become delinquent on June 1, 1919, and the 
penalties imposed under Section 3176 R. S. as amended will 
be invoked. 

You should use your utmost endeavor to give as much pub- 
licity as possible to the instructions contained herein so that 
all persons liable to these occupational taxes may be advised. 
[S. T. Mim. 2136, signed by Commissioner Daniel C. Roper, 
and dated May 20, 1919.] 

fl 1471. Extension of time to June 15, 1919, for making first 
returns, — Owing to delay in the printing and distribution of 
the necessary blanks on which to make returns for taxes due 
under Sections 628, 900, and 902 of the Revenue Act of 1918, 
for the periods from February 25 to March 31, 1919, and from 
April 1 to April 30, 1919, inclusive, it has been decided to extend 
time for filing of these returns to June 15, 1919. 

For the same reason, the time for filing returns for the 
period from April 1 to April 30, 1919, inclusive, covering taxes 
imposed by Sections 500, 503, 800, 801, and 905, of the Act, 
is extended to June 15, 1919. m 

Returns filed and taxes paid for these periods are not to be 
regarded as delinquent if made on or before June 15, 1919, and 
no penalty is to be collected in such case. Should such returns 
not be filed and taxes paid until after June 15th, the penalties 
prescribed by the statute will.be invoked. 

Attention is called to the circular, letter (copies of which 
were furnished you) sent to taxpayers early in April, advising 
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thetn that because of difference between the Revenue Acts of 
1917 and 1918, new blanks were . necessary, and March blanks 
would be delayed, but they should keep such records of opera- 
tions as would enable them to prepare returns and pay taxes 
promptly upon receipt of blanks. 

A letter will be inclosed /with the April blank sent each 
taxpayer whose name appears in the mailing list prepared from 
the list of such persons furnished by collectors, advising that 
where returns are filed and taxes paid promptly upon receipt 
of blanks, no penalties will be demanded, provided payment and 
return are made on, or before June 15, 1919. 

The April Sales Tax. list will not carry the names of such 
taxpayers, but they will appear on the May and June lists. As 
the April blanks will be forwarded to taxpayers within a week 
after the March blanks are mailed, bearing the same file num- 
ber, there will be returns for both months to be taken up on 
the May list, provided payment or return is made ' before 
June 15, 1919. 

The name of the taxpayer will appear upon the May assess- 
ment list but once, and in column 2 will be entered and file 
number and the month for which return is filed. Before for- 
warding lists to this office,, the collector will enter in column 3 
the proper amount of tax for each month as shown by the 
returns, and should arrange the returns and entries on the tape 
which accompanies returns in the same order as shown on the 
list. {S. T. Mim. 2140, signed by Commissioner Daniel C. Roper, 
and dated May 23, .1919. J ■ . ■ . 

1f 1472. T. D. 2849; Correcting,, Item 2(C Schedule 4, page,2 
of Form 1120, Corporation Income and Profits Tax Return. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, £>. C. 

To Collectors of Internal Revenue and Others Concerned: 

Form A, revised (Mining) and Form N (Oil and Gas) have 
been prepared for the use of taxpayers engaged in mining or 
in the production of oil and gas. A sufficient supply will be 
sent to Collectors of Internal Revenue for distribution. 

These forms are prescribed to facilitate the compilation and 
presentation of certain information required for the audit and 
examination of the returns of these classes of taxpayers. If, 
however, it is more convenient to use other methods^of tabula- 
tion, the information so furnished, if complete, Will be accepted 
in lieu of those forms. ■ ' ' • 

The information called for by these forms should be filed 
* with the returns in complete detail, either on^ the forms pre- 

scribed or in other suitable manner. This requirement is neces- 
sary for the reason that depletion sustained must be taken 
into consideration in the computation of invested capital, regard- 
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less of whethef or not a deduction for it is claimed or ' has 
been claimed for it in the past by the taxpayer. 

This requirement applies to individual as well as corporate 
taxpayers. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 

Approved: May 27, 1919. 
Carter Glass, 

Secretary of the Treasury. 

fl 1473. T. D. 2844. Persons abroad are granted an exten- jf 

sion of time for filing their returns and paying their taxes. — i 

Article 445, final edition of Regulations 45, amended to permit | 

taxpayers residing or traveling abroad to pay at the time 
of filing returns only the installments of tax past due without 
interest at the rate of one-half of one per centum per month 
and other installments as they fall due. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 
» Washington, D. C. 

To Collectors of Internal Revenue and Others Concerned: 

The final edition of Regulations 45 is amended by changing 
Article 445 to read as follows: 

Art. 445. Extension of time in the case of persons abroad. — 
In view of the disturbed conditions abroad and the consequent 
interference with the usual channels of communication, an extension 
of time for filing returns of income for 1918 and subsequent years 
and for paying the tax is hereby granted in the case of non- 
resident alien individuals and non-resident foreign corporations, 
or their proper representatives in the United States, and of Ameri- 
can citizens residing or traveling abroad, including persons in 
military or naval service on duty outside the United States, for 
such period as may be necessary, not exceeding ninety days after 
proclamation by the President of the end of the war with Germany. 
The installments of tax which are actually due must be paid at the 
time of fling the return and the other installments shall be paid 
as they fall due. In all such cases an affidavit must be attached 
to the return, stating the causes of the dielay in filing it, in order 
that the Commissioner may determine that the failure to file the 
return in time was due to a reasonable cause and not to willful 
neglect, and that the . return was filed without any unnecessary 
delay. If the showing justifies the conclusion ithat the failure to 
file the return in time was excusable, no penalty will be imposed. 
This extension is granted as a matter of general expediency to all 
persons abroad owing income, war profits, and excess profits taxes 
to the Federal Government, and is not granted upon the request 
of any particular taxpayer. Accordingly, in the case of taxpayers 
who take advantage of this general extension of time for the filing 
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of returns and the payment of tax, no interest will be collected 
from such taxpayers, but where a request is made by a taxpayer 
aiid- an extension is granted for other reasons by the Commissioner, 
interest will be collected at the rate of one-half of one per centum 
per month from the time the t Ax would have been due if no exten- 
sion had been granted, 

Daniel C. Roper, 
Commissioner of Internal Revenue. 

Approved: May 17, 1919. 
Carter Glass, 

Secretary of the Treasury. 

IT 1474. Page 117. T. D. 2843. Compensation of State offi- 
cers and employees.— The following opinion of the Attorney 
General was issued by the Treasury Department as T. D. 2843: 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 

To Collectors of Internal Revenue and Others Concerned: 

Section 213 (a) of the Revenue Act of 1918 provides that 
gross income shall include "gains, profits, and income derived 
from salaries, wages, or : compensation for personal service 
. . * of whatever kind and in whatever form paid/' 

In accordance with an opinion of the Attorney General, 
dated May 6, 1919, and based on the wellr-settled rule that gov- 
ernmental agencies of the States are not subject to taxation 
by the FederaL Government, it is held that salaries of State offi- 
cials and salaries and wages of employees of a State are not 
subject to the income tax imposed by the said Revenue Act of 
1918. ■••.... 

1 Daniel C Ro*er, 

Commissioner of Internal Revenue. 

Approved: May 17, 1919. 
Carter Glass, ! 

Secretary of the Treasury: ' ' 

tT 1475. Page 490. Tax for fractional part of a calendar 
year.— A corporation dissolved on November 15, 1918. In 
filing its return for the period from January 1, 1918, to Novem- 
ber 15, 1918, is it entitled to a specific exemption for the pur- 
pose of income tax of $2,000? 

"Your question is answered in the negative. In this con- 
nection your attention is invited to the printed instructions, 
paragraph 1,, page 1, Return Form 1120, as follows: 

" 'If this return is for a period less than a full year . 
Item 15, Schedule IV, shall be reduced to as many twelfths 
of the figures for a full year as there are months in the period 
for which the return is made. 
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" 'If the period for which the return ia made includes frac- 
tions of months, there shall be added to the numbers of com- 
plete, months as many thirtieths of a month as there are days 
in the fractional parts of months/ " [Letter to Henry Brach, 
signed by J. H. Callan, Assistant to the Commissioner, and 

dated May 23, 1919.] 
• 

fl 1476. A list of the forms recently released by the Treasury 
Department: 

Form 726. — Revised March, i919. Tax on Beverages (Non- 
alcoholic). [Regulations 52, explaining this tax, were reprinted 
in Supplement, No. 14.] 

Form 727. — Revised April, 1919. Tax on Transportation 
and Other Facilities. [Regulations No. 49, concerning the col- l 

lection and payment of this tax, were reprinted in Supplement 
No. 14.] A further explanation can be found on pages 715-727 
of the Tax Book. 

Form 728. — Revised April, 1919. Manufacturer's Excise 
Taxes. [Regulations No. 47 relating to the excise taxes on 
sales by the manufacturer were reprinted in Supplement No. 13.] 
This tax is also explained on pages 795-804 of the Tax Book. 

Form 728A. — Miscellaneous Excise Taxes. This, form is 
used to report the amount of the taxes due under the follow- 
ing sections of the law: Section 902 relating to taxes on sculp- 
ture, paintings, statuary, art porcelains and bronzes; Section 
905 relating to taxes on jewelry, real or imitation, precious and 
imitation stones, clocks, watches, etc., and Section 906 relat- 
ing to the tax on the rentals earned on lease or license for 
exhibition of positive motion-picture films. [Regulations 48, 
relating to the taxes imposed under Sections 902 and 905, were 
reprinted in Supplement No. 14.] 

Form 729. — Revised. Tax on Admissions and Dues. This 
tax is imposed in accordance with Sections 800-802 of the Law, 
reprinted on pages 337-340 of the Tax Book, Part II. This tax •* 

is explained on pages 765-776 of the Tax Book. 

Form 730. — Revised April, 1919. Tax on Insurance. This 
tax is explained on pages 1 727-735 of the Tax Book. See Sec- 
tion 503 of the Law on page 312 of the Tax Book, Part II. « 

11 1477. Correcting fl 1438; Subdivision (a). Several words 
have been omitted from subdivision (a) of Article 17, fl 1438, 
of Supplement No. .15, in error. This subdivision should read 
as follows: 

Art. 17. Preparations not taxable. — (a) Preparations 
made in accordance witli formulae contained in the United 
States Pharmacopoeia arid National Formulary by pharma- 
ceutical manufacturers, when not held out or recommended 
as proprietory medicines or medicinal proprietary articles 
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or preparations or as remedies or specifics, are not subject 
to the tax; but if so held out or recommended they are 
taxable, although not identified by any name, trade-mark, 
or otherwise. 

1f 1478. Page 308. Affiliated corporations. Liberty Bond 
interest exemptions on consolidated returns.— We have been 
informed that each of the several affiliated corporations in- 
cluded in a consolidated return is entitled to all the benefits 
under the several Liberty Bond Acts to which it would be 
entitled if not affiliated. This reverses the statement made 
in 1T 1023 of Supplement No. 12. 

1f 1479. Undistributed profits tax returns. — The Revenue 
Act of 1917 required a corporation to render an undistributed 
profits tax return within sixty days after the end of six months 
after the end of the taxable year. This means that a corpo- 
ration having a fiscal year ending June 30, 1918, would under 
the 1917 law have to render the return on or before March 1, 
1919. The 1918 Law, which became effective February 25, 1919, 
does not require the filing of these returns. Therefore, any 
corporation having a fiscal year ending on the last day of any 
month after May 31, 1918, does not have to file an undistributed 
profits tax return. 

fl 1480.' Page 292. Taxation of personal service corporations. 
"Reference is. made to your letter of March 28, 1918, quoted 
as follows: 

'May a corporation which has all the characteristics 
of a personal service corporation elect to be taxed in the 
same manner as other corporations?' 

"Your question is answered in the negative. Section 218 (e) 
of the Revenue Act of 1918 prescribes specifically that personal 
service corporations shall not be subject to tax as corporations, 
but that the individual stockholders thereof shall be taxed in the 
same manner as the members of partnerships. 

"Therefore, a corporation clearly entitled to personal service 
classification has no option but to accept such classification and 
file returns accordingly." [Letter to Henry Brach, signed by 
Daniel C. Roper, Commissioner of Internal Revenue.] 
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ff 1481. Donations to the Red Cross or other war activities 
t>y corporations. — On June 5, 1919, an amended T. D. 2847 
was issued, with a footnote reading as follows: 

"This Treasury Decision should be substituted for the 
previous mimeograph issue of T. D. 2847, the words Although 
such contributions may be made to the Red Cross or other 
War Activities' appearing in the last paragraph thereof having 
been corrected to read 'even though such contributions are 
made to the Red Cross or other War Activities.' " 

Our subscribers should note this change in the first para- 
graph on page 640 of Supplement No. 16. 

H1482. T. D. 2850. Instructions relative to acceptance of 
certificates of indebtedness in payment of Income and Profits 
Taxes due June 16, 1919. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

Washington, D. C. 

To Collectors of Internal Revenue and Others Concerned: 

Income and profits taxes due June 16, 1919, may be paid 
in Treasury certificates of indebtedness of Tax Series of 1919, 
dated August 20, 1918, maturing July 15, 1919, Series T 2. dated 
January 16, 1919, maturing June 17, 1919, and Series T 3, 
dated March 15, 1919, maturing June 16, 1919. * w No other cer- 
tificates of indebtedness will be accepted in payment of the 
taxes due on said date. Certificates of the three series men- 
tioned will be accepted by collectors of internal revenue at par 
without interest, when tendered in amounts not in excess of 
the amount of such taxes due June 16, 1919. They will be so 
accepted at any time on or before June 16, 1919. If so accepted 
before June 16, 1919, full interest to June 16, 1919. will be paid 
as below stated. 

Coupons maturing on June 16, 1919, should be detached 
from certificates of Series T 3, and coupons maturing on or 
before May 15, 1919, should be detached from certificates of 
the Tax Series of 1919, before presentation to the collector, 
and should be separately presented for payment in the ordinary 
course when due. Coupons maturing July 15. 1919, must, how- 
ever, be attached to certificates of the Tax Series of 1919 and 
surrendered to the collector with such certificates for cancella- 
tion; and collectors will not accept any certificates of the Tax 
Series of 1919 which have not attached thereto the coupon 
No. 5, maturing July 15, 1919. 

Accrued interest on certificates of Series T 2 (which were 
issued without coupons attached) from January 16, 1919, to 
June 16, 1919, and accrued interest on certificates of the Tax 
Series of 1919 from May 15, 1919 (the last coupon payment 
date), to June 16, 1919, will be remitted to the taxpayer by 
the Federal Reserve Bank by check, and the collector must 
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furnish to the Federal Reserve Bank the name and address of 
the taxpayer and the amount and serial numbers of the cer- 
tificates presented in each case. 

The procedure above provided will automatically adjust 
accrued interest in respect of all Treasury certificates of indebt- 
edness used in payment of taxes due June 16, 1919, • whether 
presented on or before said date, and no other payment or 
credit will be allowed or made on account of interest in con- 
nection therewith. 

Interest on Treasury certificates accepted in payment of 
taxes ceases to accrue on (a) the date of the maturity of the 
certificates, or (b) the date the tax is due — whichever of said 
dates be earlier. The provisions hereof in relation to the pay- 
ment of interest to June 16, 1919, do not apply to Treasury 
certificates of indebtedness accepted in payment of taxes due 
prior to that date. Any Treasury certificates of indebtedness 
accepted in payment of taxes becoming due before June 16, 
1919, must be dealt with separately, and accrued interest will be 
paid only to the date the tax was due, and upon surrender with 
the certificates of any coupons maturing subsequent to the date 
the tax was due. Collectors must specially notify Federal 
Reserve Banks in each case when Treasury certificates are 
accepted in payment of taxes becoming due prior to June 16, 
1919. The 15th day of June being a Sunday, the "Bureau of 
Internal Revenue has ruled that the taxes which by the terms 
of the Revenue Bill of 1918 are due on that date become due 
on June 16th. 

In order to avoid unnecessary dislocation of funds, it is of 
importance that Treasury certificates of indebtedness of the 
three series mentioned be used by taxpayers to the utmost 
extent possible in payment of their taxes, in preference to mak- 
ing cash payment of their taxes, and Federal Reserve Banks and 
collectors of internal revenue should use every effort to induce 
taxpayers who are the holders of such certificates to make 
such use of them and to facilitate such use in every manner 
in their power. 

The instructions «to collectors dated December 9. 1918 (T. D. 
2778), issued by the Commissioner of Internal Revenue and 
approved by the Secretary of the Treasury, and the instruc- 
tions to Federal Reserve Banks dated December 9, 1918, issued 
by the Treasurer of the United States and approved by the 
Assistant Secretary of the Treasury, not inconsistent herewith, 
remain in full force and effect. 

There seems to be no reason to anticipate that the amount 
of taxes paid as of June 16, 1919, will exceed the amount of 
Treasury certificates maturing on or about that date. It seems 
that there will be no unexpended cash proceeds arising from 
the payment of income and profits taxes on June 16, 1919, and 
herefore no redeposits wil be made; nor will payment of 
ncome and profits taxes by credit be 'permitted. 
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Collectors of internal revenue will, however, be instructed 
to deposit checks received on and after June 1, 1919, in pay- 
ment of income and profits taxes, with Federal Reserve Banks 
and branches, following to that extent substantially the pro- 
cedure adopted in March. As to this procedure, detailed instruc- 
tions will follow. 

DANIEL G ROPER, 
Commissioner of Internal Revenue. 

Approved: May 28, 1919. 

CARTER GLASS; 

Secretary of the Treasury. 

ff 1483. T. D. 2851. Authority of collectors to accept uncer- 
tified checks.— This Treasury Decision enumerates Section 1314 
of the Revenue Act of 1918 [Page 375 of the Tax Book, Part 
II] and Articles 1733 and 1734 of Regulations 45 Revised [ff 1011 
and 1012 of Supplement No. 11] for the purpose of emphasis. 

fl 1484. T. D. 2852. Modification and addition to Regula- 
tions No. 47, under Section 900 of the Revenue Act of 1918. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

Washington, D. C. 

To Collectors of Internal Revenue and Others Concerned: 

Article 6 of Regulations No. 47, entitled "Credit for taxes 
already paid," is hereby modified by adding at the end thereof 
a paragraph as follows: 

The following records and evidence will be deemed sufficient 
to establish this right of exemption: (1) Any record or state- 
ment showing the exact amount of tax paid upon such articles; 
(2) a certificate or statement of the following tenor: "The un- 
dersigned hereby certifies that the articles on which credit for 
tax is claimed were taxpaid and that said articles were used 

by in the further manufacture of other articles taxable 

under Section 900 of the Revenue Act of 1918. Signed -." 

Extension of Time for Filing of Returns. 

Owing to the delay' in the printing and distribution of the 
necessary forms, the time is extended to June 15, 1919, for 
filing returns for taxes imposed by Section 900 of the Act, due 
for the period from February 25, 1919, to March 31, 1919, inclu- 
sive, and for the month of April, 1919. 

Returns filed and taxes paid for these periods are not to be 
regarded as delinquent if made on or before June 15, 1919, 
and no penalty is to be collected or asserted in such cases 
Should such returns not be filed and taxes paid until afte 
June 15, the penalties prescribed by the statute will be invoke 
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Exchanges Pursuant to Guaranty, 

Where any article 'taxable under Section 900 is returned to 
the manufacturer thereof for adjustment, replacement, or ex- 
change, under a guaranty as to quality of service, and a new 
article given pursuant to a guaranty, free or at a reduced price, 
the tax shall be computed on the actual price, if any, to be 
paid to the manufacturer for the new article. 

Article 14 of Regulations No. 47, entitled" "Tires, inner tubes, 
parts, and accessories sold to manufacturer" is hereby modified 
to read as follows: 

"Subdivision (3) of Section 900 of the Act exempts from 
tax sales of tires, inner tubes, parts, or accessories to a manu- 
facturer or producer of automobile trucks, automobile wagons, 
other automobiles, motorcycles, tires, inner tubes, parts, or 
accessories. To come within the exemption the sale must be 
to such a manufacturer for use by him in the manufacture 
or production of automobile trucks, automobile wagons, other 
automobiles, motorcycles, tires, inner tubes, parts, or acces- 
sories or for sale by him on automobile trucks, automobile 
wagons, other automobiles, or motorcycles, or in connection 
therewith or with the sale thereof or for free replacement 
under contract or guaranty. If sold to such a manufacturer 
for any other purpose, such as resale to a dealer or for the 
rebuilding of used cars, the sale is taxable. In order for the 
sale to come within the exemption of the statute, the manu- 
facturer must at the time the goods are shipped or sold (which- 
ever is prior) have in his possession an order or contract of 
sale, with certificate of the purchaser in writing printed thereon 
or permanently attached thereto, showing that the tires, inner 
tubes, parts, or accessories so purchased are to be used in the 
manufacture of new automobile trucks, automobile wagons, 
other automobiles, motorcycles, tires, inner tubes, parts, or 
accessories, or for sale Oil automobile trucks, automobile wagons, 
other automobiles, or motorcycles, or in connection therewith 
or with the sale thereof or for free replacement under contract 
or guaranty. Following is a form of the certificate or state- 
ment which will be accepted: 

Form of Certificate 

"The undersigned hereby certifies that the tires, inner tubes, 
parts, or accessories purchased hereunder are purchased with 
the intention of using them in the manufacture or production 
of automobile trucks, automobile wagons, other automobiles, 
motorcycles/ tires, inner tubes, parts or accessories, or for the 
sale on automobile trucks, automobile wagons, other automo- 
biles, oi motorcycles, or in connection therewith or with the 
sale thereof, or for free replacement under contract or guar- 
anty. In case any of the tires, inner tubes, parts, or acces- 
ries sold hereunder are diverted from this use, the purchaser 
ill account for such tires, inner tubes, parts, or accessories to 
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, the manufacturer thereof, at least once during each-calen- 
dar year, and will pay the tax thereon to him at the time such 

accounting is made. Signed ." 

If it is impracticable to furnish a certificate for each order, 
a certificate covering all orders between given dates (such 
period not to exceed a month) will be acceptable. If in any 
case such an order and certificate cannot be produced on 
demand of any authorized agent of the department, the tax 
in respect to the sale will be considered in default. 

Substitute in place of the next to last sentence of Article 15 
of Regulations 47, which reads as follows: 

: "A chassis is a part of an automobile and taxable at the 
rate of five per cent when sold separately, regardless of whether 
it is a chassis for an automobile truck or wagon or for any other 
kind of automobile," 
the following: 

"A chassis provided with a superstructure of such design 
that it is without substantial additions adaptable for hauling 
heavy loads is an automobile truck or automobile wagon, and 
taxable at the rate of three per cent. A chassis not so equipped 
is an 'other automobile' taxable at rate of five per cent. Unless 
the manufacturer has actual knowledge that the chassis is to 
be used as an automobile truck, or automobile wagon, or has 
in his possession at the time the chassis is shipped or sold 
(whichever is prior) an order or contract of sale with a cer- 
tificate of the purchaser in writing, printed thereon, or per- 
manently attached thereto, showing that the chassis specified 
in the order is to be so used, the tax shall be five per cent upon 
the manufacturer's selling price." 

Article 26 of Regulations 47 is amended to read as follows: 

"Thermostatic Containers. — The tax is 5 per cent of the manu- 
facturer's selling price of the enumerated articles. All sales by 
manufacturers of thermostatic containers, including tireless 
cookers, are taxable, whether the property of thermostatic reten- 
tion is obtained by insulation or by the vacuum principle." 

Article 34 of Regulations No. 47, entitled "Manufacturer 
also Retailer," is supplemented by adding a new paragraph, 
to read as follows: 

"In cases where it is impracticable to compute the tax in 
respect to articles sold at retail on the average wholesale price 
for which like articles were sold during the previous calendar 
month, the taxpayer has the option of basing the tax upon the 
ordinary or regular wholesale price for which like articles 
were sold during the previous calendar month." 

DANIEL C. ROPER, 
Commissioner of Internal Revenue. 

Approved: May 28, 1919. 

CARTER GLASS, 

Secretary of the Treasury. 
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H 1485. Page 550. Withholding as to income from securi- 
ties whose owner is unknown; meaning of term "highest 
applicable rate." — It seems that there has been some misunder- 
standing a§, to the meaning of the following sentence in Article 
361, Regulations 45: "Withholding in all cases at the highest 
applicable rate is also requried from interest on bonds or other 
securities where the owner of such securities is unknown to 
the withholding agent." 

The "highest applicable rate" as used above is (a) two per 
cent oh interest upon bonds or other obligations of domestic 
or resident foreign corporations containing a so-called tax- 
free covenant clause; (b) eight per cent in the case of fixed 
or determinable annual or periodical income (other than divi- 
dends from corporations liable to the income tax and interest 
. on corporate bonds containing a tax-free covenant clause) 
payable to an unknown owner. (L-Mim. 2143, signed by Com- 
missioner Daniel C. Roper, and dated June 2, 1919.) 

fl 1486. Questions and answers about inventories and 
abatements. 

[By courtesy of the Committee, through its Secretary, we 
are permitted to reproduce below the questions and answers 
contained in a pamphlet issued by the Association. • The ques- 
tions in this supplement are only those about which there has 
been doubt.] 

These questions were asked at the Convention of thje South- 
ern Wholesale Dry Goods Association, held at Louisville, Ken- 
tucky, April 17th. At the suggestion of the Hon. Daniel C. 
Roper, Commissioner of Internal Revenue, these questions 
were submitted to the Advisory Tax Board at Washington 
and explained by a committee from the Association composed 
of Messrs. W. J. D. Bell, Lynchburg; Harry Dumesnil, Louis- 
ville; C: C. Henking, Huntington, and Norman H. Johnson, 
Richmond. Each of the answers is made by the Advisory Board, 
and, therefore, is authoritative. 

fl 1487. Q. 1. Are copies of inventory required by the 
Department to be filed with return? 

Ans. No. But it should be understood by all taxpayers 
that all original inventory sheets and all papers which would 
have any bearing on a claim for loss in inventories (including 
sales slips) should be retained for a period of not less than 
five years. 

It is recommended that the taxpayer attach to his return 
for the taxable year 1918, and for all subsequent years, a sum- 
marized analysis of his inventories. 

fl 1488. Q 2. Are these copies of inventory necessary 
whether a claim in abatement is filed or* not? 

Ans. See answer to Question 1. However, it is recom- 
mended to the taxnayer that all such records be maintained in 
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order to facilitate a proper verification of the return at any 
time deemed advisable by the Commissioner. 

Loose-leaf ledgers are recommended, whereby control can 
be secured of each classification or lot of -goods upon which 
claim is to be made. 

Therein , should be recorded quantities and values as returned 
on the inventory at the close of the taxable year 1918; and 
there should be recorded in summary form, each day or week, 
the quantities sold and the values thereof, and all items of sales 
should be carried forward, according to established classifica- 
tion adopted by the taxpayer, to the time when the quantities 
as reported in the inventory shall have been accounted for. 

. At the time of filing the return, on or about June 15, 1919, 
the taxpayer should compute his loss from sales to that date, 
by deducting from the total sales a reasonable and proportionate 
allowance for operating and/or selling expense. The net result ' 
ascertained should be deducted from the inventory value of the 
goods included in the 1918 inventory sold to that date, and the 
resultant loss brought down. 

The taxpayer should then reduce the balances remaining 
unsold to the then market value, and add the loss thus ascer- 
tained to the losses ascertained from sales. 

The sum total of these computations would represent the 
total loss upon which the amount of tax to be claimed in abate- 
ment is to be computed, and this amount may be deducted from 
the second installment of the tax: Provided, proper bond is 
furnished on Form 1124 in accordance with Article 268 of Regu- 
lations 45. 

Should any goods unsold, upon which claim in abatement 
has been filed ait the time of filing the return, be . disposed of 
by sale at some future period within the taxable year 1919, the 
taxpayer will continue to record the sales effected, deducting 
therefrom the proportionate cast of operating .and/or selling 
expense. 

The gain or loss would then be ascertained by computing 
the difference between the adjusted sales values and the inven- 
tory value established at the time of filing the claim in abate- 
ment. 

If at the close of the taxable year 1919 there remains any 
commodity unsold, the taxpayer shall adjust the inventory 
value to the market price (ignoring mere temporary fluctuations 
in price or value), at the close of the taxable year and com- 
pute the amount of gain er loss. 

Such gain or loss shall be combined with the grain or loss 
on sales between the time of filing the return and the close 
of the taxable year 1919. 

If it is shown that the taxpayer has sustained a loss addi- 
tional to that shown in the claim in abatement, a claim for 
refund should be made on Form 46 for the amount of tax 
overpaid. 
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4 Should it be shown that the amount deducted in the claim 
in abatement at the time of filim? the return for the taxable 
year 1918 is in excess of the tax based upon aotual losses sus- 
tained throughout the taxable year 1919, the taxpayer must 
remit to the collector tjie additional amount of tax involved 
with interest at the rate of one per cent per month from the 
time of filing the return until the date of filing the final adjust- 
ment of taxes for the taxable year 1918 on account of inventory 
losses. An example is .given for the information of your 
Association: 

Assume an inventory at December 31, 1918, 200,000 

yds. at 15c. $30,000.00 



Assume sales between January 1. 1919, and 
June 1. 1^10, 100000 yds. at 12^c $12,500.00 

Cost of manufacturing and/or selling based 
upon data ascertained from 1918 opera- 
tions, say in this case 15% of sales values 1,875.00 

Net proceeds from sales $10,625.00 

The inventnry cost at 15c per yd. amounted 

to 15,000.00 

Net loss upon which tax can be claimed in 

abatement . $4,375.00 

Assume that the market price at June 1, 

1°1° (on the assumption that the tax- 
paver will preoare his claim on June 1, . . 

rather than delay until June 15, 1919) on 

this c 1 ass of goods was 12c. There 

would remain unsold at that time 100,000 

yds., originally inventoried at 15c, to 

be reduced to 12c, or at a loss of 3c per 

yd., aggregating 3,000.00 




Total amount upon which tax could be 
claimed in abatement at the time of filing 
the return on or before June 1, 1919, 
would be $7,375.00 

Now. between June 1, 1919, and December 
31. 1°19. assume that the taxpayer sells 
50.000 yds. at a price of 15c per yard, 
amount of sale would be $7,500.00 

Deducting therefrom operating and/or sell- 
ing expense at the same rate of 15% 
(or, if ascertainable, the adjusted per- 
centage for 1919) 1,125.00 

et proceeds from sale $6,375.00 
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Cost of this material as adjusted at June 1, 

1919, on the basis of 12c per yard 6,000.00 




Gain on these transactions * $ 375.00 

Further, assume that the remaining 50,000 
yards were unsold at the close of the 
taxable year 1919, and that the market 
price had risen to 17c per yard, the tax- 
payer would, in this case, have to re- 
adjust his inventory value to the 17c 
basis, and account for the element of 
appreciation, in this case (5c per yard 
over adjusted figure as of June 1 2,500.00 



Total gains \ 2,875.00 

Adjusted loss upon which tax is to be 

abated or refunded, as the case may be $4,500.00 - 

See also answer to Question No. 27. 

fl 1489. Q. 5. Does the claim in abatement apply to all 
goods charged in 1918, though not received until after 
inventory? 

Ans. All goods where title has actually passed to the tax- 
payer, must be included in the inventory, and as a result thereof 
are eligible for consideration in any claim in abatement. 
, It is necessary that title shall have passed to the taxpayer 
in 1918, and the goods merely ordered for future delivery and 
for which no transfer of title has been effected, should be 
excluded. See Article 1581 of Regulations 45. 

tf 1490. Q. 6. Where inventory is taken on December 1 
or 15, can a claim be made for all goods invoiced up to Decem- 
ber 31, 1918? 

Ans. It is presumed that your question refers either to a 
fiscal year ending November 36, 1918, or, in the second in- 
stance, to a calendar year ending December 31, since no fiscal 
year can be considered except at the dose of some month in 
the year. 

In the first instance, no goods to which title has not passed 
to the vendee at and including November 30, 1918, can be 
considered as inventory items. 

In the second instance, all goods to which title has passed 
to the vendee up to December 31, 1918, must be included in the 
inventory. 

Where the fiscal year ended on November 30, 1918, the 
claim in abatement can only apply to goods which are the 
property of the taxpayer up to that date, but no claim can be 
made on any materials which have become the property 6Fthe 
taxpayer between December 1 and 31, inclusive, of that year. 
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fl 1491. Q. 7. Will the claim in abatement apply to any 
goods purchased in 1918 and delivered after December 31, 
* 194&? 

Ans. The title in all cases must have passed to the tax- 
payer, and if such title has not passed, the property cannot be 
considered in any claim in abatement. 

fl 1492. Q. 10. Where no records have been kept, how can 
we arrive at the claim at this date? 

Ans. If po records have been v maintained by the taxpayer, 
it would appear that the Commissioner is not expected to make 
any ruling thereon. If the taxpayer desires to file a claim, he 
must be prepared to sustain such claim. 

1f 1493. Q. 13. Where inventory was taken on September 
30, 1918, and one-fourth of the tax had already been paid, the 
depreciation since September 30th being very heavy, ^when 
should we file our claim? 

Ans. It is assumed in this case that September 30th is the 
close of the fiscal year of the taxpayer, in whteh event the 
claim for loss must be filed at the time of filing the return, 
and the deductions may be made in the second installment 
with the understanding that, at September 30th, 1919, an adjusted 
statement must be rendered. 

It must be understood in this instance that no claim can 
be made on any goods which have become the property of the 
taxpayer afterseptember 30, 1918. 

H1494. Q. 14. Can more than one claim be filed? 

Ans. Two claims may be filed, one at time of filing the 
return, and one adjusting the entire claim for losses at the 
close of the taxable year 1919. 

The first would represent a claim in abatement; the sceond, 
a claim for refund. It is possible that an additional amount 
of tax may become due from the taxpayer with interest at the 
rate of one per cent per month from the time of making the 
deduction until the time of filing the final statement, which 
would be brought about by the fact that, in the disposition of 
unsold goods as to the 1918 inventory after the filing of the 
original return, and the claim in abatement, gains may result 
from subsequent sales. It will therefore be necessary for the 
taxpayer to prepare a statement which will fully reflect the 
corrected amount of any claim to which he may be entitled for 
losses in inventory of 1918, and this statement must definitely 
embrace the total amount of inventory value as recorded on 
the books of the taxpayer at the end of the taxable year 1918, 
and be capable of proper audit. 

The following is suggested as a possible outline to be used 
in making final statement of adjustment at the close of the 

tble year 1919. This is based upon the illustration given 
n answer to Question 2, which applies to one item of inventory 
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only, but it must be understood that the final statement re- 
ferred to herein must cover the entire inventory value as at 
the end of the taxable year 1918. 

Quantity Valtre - 

1. Inventory close of taxable year 1918.. 200,000 $30,000.00 

2. Sales from 1918 inventory during tax- 

able year 1919 150,000 20,000.00 

3. Less deductions from sales for selling 

expense 3,000.00 

4. Net sales proceeds (Item 2 value less 

Item 3) 17,000.00 

5. Balance of 1918 inventory on hand at 

close of taxable year 50,000 8,500.00 

(Quantity Item 1 less Item 2.) 
(Value priced at market close of 
taxable year 1919.*) 

6. Net sales proceeds and balance of in- 

ventory 25,500.00 

(Item 4 plus Item 5, values.) 

7. Loss (Item 1 value less Item 6) 4,500.00 

8. Gain .• 

9. Amount 'of claim in abatement or for 

refund filed (date ) 7,375.00 

(In this illustration an excessive claim in abatement of tax 
based upon a loss of inventory values, amounting to $2,875, 
is assumed. Tax upon this amount with int ere st at one per 
cent per month between the date of making the deduction and 
final statement will be assessed in this case.) 

Should the taxpayer elect not to file a claim in abatement 
at the time of filing his return, but rather to wait until the 
end of the taxable year 1919, then, in that case, but one claim 
would be filed. 

tf 1495. Q. 20. Suppose we are unable to sell them? (Broken 
lots of discontiued colors.) 

Ans. If the salable colors had been disposed of and the 
stock broken before the close of the taxable year 1918, the 
element of obsolescence if definitely determined should be taken 
into account in both the inventory made at the close of the 
taxable year 1918 and that made at the close of the taxable 
year 1919. If "it is impossible to get the market value for such 
colors in broken stocks," the taxpayer will be required to 
await the sale of such broken stocks in order to determine the 
loss involved; but it is believed that in practically all instances 
a reasonable and fair estimate of the market value can be 
made. 

If the salable colors were disposed of after the close of the 
taxable year 1918, the accompanying obsolescence of the remain- 
ing stock takes place in the year 1919, and the deduction must 
be taken not as a loss in inventory, but as obsolescence oc 
ring in the taxable year 1919. 
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" 1T 1496. Q. 25. We take stock on January 1. During De- 
cember we shipped out quite a lot of ginghams at the high 
price, and in January were forced to rebate our customers 
on sales made in December. Are we allowed to charge this 
rebate in our claim? 

Ans. In cases where rebates have been made on sales 
reported in the 1918 Income Tax Return, a separate schedule 
should be submitted and the total thereof may be included in 
the taxpayer's claim in abatement. 

This schedule should be prepared in such manner as to 
reflect: 

(a) The date of each rebate; (b) the name and address of 
each party securing the benefit thereof; (c) a description of 
the goods; (d) the quantities; (e) the sales value of each item, 
and (f) the amount rebated. 

If 1497. Q. 26. Suppose I ship some ginghams at the high 
price in January and have to rebate my customers; am I entitled 
to put that on the claim? 

Ans. Rebates made during the taxable year 1919 on sales 
made during such year (provided the goods to which the rebate 
applies were included in the inventory at the close of the 
taxable year 1918) will be considered as an adjustment of sales 
value in arriving at the loss on inventories for the taxable year 
1918, and will be treated as outlined in Question No. 2. This 
cannot go in the rebate claim, but the rebate may be con- 
sidered in determining the sale price for the purpose of deter- 
mining an inventory loss. 

It must be understood that rebates made on goods acquired- 
and sold subsequent to the end of the taxable year 1918 cannot, 
be considered in any manner as a 1918 inventory loss. 

tf 1498. Q. 27. Do we have to file a complete inventory of 
all of our stock, or just the stock on which we ask an abate- 
ment? 

Ans; See Question No. 1. You are required to file with 
your original claim and at the close of the tajoable year 1919, 
summarized statements covering all adjustments involved. " 

To conform to good accounting practices, the taxpayer should 
consider these summaries in the light of controlling accounts, 
and the sum totals thereof should equal the total inventories 
maintained in detail by. the taxpayer. 

It must be understood that claim for losses in inventories of 
the taxable year 1918 are to embrace all items of the taxpayer's 
inventory so that gains made in any sales of certain items or 
classes will be used to offset losses in others and the net result 
as to the entire inventory determined. 

Thus if the final computation shows a net gain over all inven- 
items sold, no claim for loss in any particular item or 
items can be sustained. 
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ff 1499. Q. 31. I am not clear on the point of goods invoice 
up to December 31 and inventory taken prior to that date. On 
what grounds would we file a claim for abatement for some- 
thing which was not taken in 1918 inventory, but invoicedthe 
. last day of the year? 

Ans. You may take into consideration only property on 
which title has passed at the close of the taxable year 1918. 

U1500. Q. 34. When can this claim for abatement be filed? 

Ans. Claim for net loss cannot be made before November 
1, 1919. Claim in abatement for loss in inventory must be 
filed at the time of filing the return for the taxabe year 1918. 

fl 1501. Q. 37. Where the claim in abatement is allowed, 
what effect has that on 1919 profits? 

Ans. Where a claim for inventory loss is finally allowed, 
this means that the net income for 1919 — as established by usual 
accounting methods — will be correspondingly higher as reported 
in the return for the taxable year 1919. In other-words, an item 
of loss which would normaly find its way into 1919 operating 
accounts is thrown back against 1918 income. This Department 
recommends that the accounting records of the taxpayer be 
not changed, but that any adjustment of inventories be recorded 
in distinct accounts, supported by adequate detailed schedules. 

In arriving at the net operating profits for any year, the 
income, excess and war profits taxes to be paid on such profits 
are not taken into consideration. Such taxes, therefore, are 
theoretically paid out of surplus for the year. If at a subse- 
quent date any of such taxes are refunded, they should not be 
recorded in the operating accounts, but should be credited 
directly to surplus. 

U1502. Q. 41. We inventoried November 30, 1918. Could 
we file an abatement on invoices received in December. 1918? 

Ans. If November 30, 1918 represents the close of your 
fiscal year, you may file claim ony for losses sustained on in- 
ventories which have vested in you up to and including Novem- 
ber 30, 1918, but not on any acquisitions subsequent thereto. 

If you took inventory at November 30, 1918, merely as a 
matter of convenience, your taxable year ended at December 
31, 1918. You, of course, would include in your accounting all 
inventory values legally acquired to that date, and enter your 
claim on the basis of inventory values as of December 31, 1918. 

1f 1503. Q. 47. Individual income of partnerships. How <*o 
you file plea of abatement when partnership files no blank or 
form like a corporation does? 

Ans. See Article 321 of Regulation 45. 

A claim in abatement arising from a loss in 1918 partnership 
inventory must be made by each individual partner as to his 
distributive share of recomputed net income. To this claim 
should be attached the statement of the partnership showing jthe 
loss in inventory supported in the same manner as such claims 
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are sup«y*rted by corporations and individuals. The statement 
tf^'the partnership as a whole will be used by the De- 
\ ° for the purposes of record and verification and any 
aajTHVfnents which may be found necessary will be spread pro- 
rata over the claims of the individuals. At the close of the 
taxable year 1919 a properly authorized member of the partner- 
ship shall compile the final statement of adjustment in accord- 
ance with the methods outlined in Question 2 and elsewhere, 
attaching thereto the proportionate amounts of adjustment af- 
fecting each individual member of the partnership. On the de- 
termination of the net result, each individual partner shall file a 
claim for refund (if any refund is due), or in the event that 
the claim in abatement was in excess of the actual losses sus- 
tained, each individual will remit to the Collector of his District, 
his share of the additional amount of tax ascertained from the 
adjusted statement, with interest at the rate of \% per month 
from the time of deduction from the second installment to the 
time when such remittance is made. 

If 1504. T. D. 2856. Time for filing fiscal year returns ex- 
tended. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 

To Collectors of Internal Revenue and Others Concerned: 

In view of the fact that the necessary forms are not yet 
available, a further extension of time to July 15, 1919, is hereby 
granted to partnerships and personal service corporations hav- 
ing a fiscal year ending January 31, February 28, March 31. or 
April 30, 1919. Corporations other than personal service cor- 
porations, having a fiscal year ending January 31, February 28, 
March 31, or April 30, 1919, are hereby granted an extension to 
July 15, 1919, if they have prior to the date of this decision 
filed tentative return on Form 1031 -T, paying one-fourth of the 
estimated tax, or if they shall on or before June 15, 1919, file 
tentative return on Form 1031-T, paying one-fourth of the 
estimated tax. Any deficiency in the first installment as shown 
by the completed return must be paid with interest thereon 
from the original due date at the rate of one-half of one per cent 
a month at the time of filing the completed return. 

This extension, in the case of corporations, shall not operate 
to extend the due date of any installment of tax after the first. 
In the case of corporations filing Form 1031-T, the time for 
filing completed returns is automatically extended as above, but 
not beyond the due date of the second installment of the tax. 
The second installment will be due five and one-half months 
after the close of the corporation's fiscal year ending in 1919. 

DANIEL C ROPER, 
pproved: June 7, 1919. Commiss : oner of Internal Revenue. 
45.RTER GLASS. 

Secretary of the Treasury. 
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U 1505. Form 728-B.— Dealers Excise Tax has been relea 
by the Department. This form is used by dealers to repo 
amount of tax collected from consumers under Sectio 
the Revenue Act of 1918. 

Capital Stock Tax 

(See pages 650-675 of the Tax Book, and Regulations No. 50 
reprinted in Supplement No. 13.) 

fl 1506. The (Capital Stock Tax Return for domestic corpora- 
tions, Form 707 — revised June, 1919 — has been released by the 
Treasury Department. The arrangement of the new form is 
practically the same as the form for last year. There is, how- 
ever, a separate place on the first page for the computation of 
the tax payable by domestic mutual insurance companies. 

If 1507. The Capital Stock Tax, imposed by Section 1000 
of the Revenue Law of 1918, is retroactive to July 1, 1918. 
Therefore, those corporations which paid the tax under the old 
rates will receive an additional assessment. The new law pro- 
vides for a deduction of only $5,000 instead of $99,000 provided 
for in the old law. The new rate is $1 for each full $1,000 of 
the fair value of the capital stock in excess of $5,000. 

fl 1508. Invested Capital. — If any corporation has had its 
assets appraised and credited any appreciation to surplus ac- 
count, this amount should not be included in invested capital. 
Article 831 of Regulations 45, paragraph 843 of Supplement No. 
11, specifically states that the fair market value of the assets 
as of March 1, 1913, has no bearing on invested capital. How- 
ever, where the property has been depreciated on the basis of 
this increased value, the corporation is allowed to restore to 
invested capital that proportion of the depreciation which rep- 
resents a realization of appreciation of value at March 1, 1913", 
or such subsequent date, if it is still used in the business. (See 
Article 744, of Regulations 45, paragraph 856 of Supplement 
No. 11.) For the method of determining the amount to include 
in invested capital, see page 184 of Supplement No. 8. 

fl 1509. T. D. 2857. Original subscription to Victory Notes. 

For the purposes of the additional tax exemption for Liberty 
Bonds granted by Section 2 (b) of the Victory Liberty Loan 
Act, approved March 3, 1919, Victory notes of either series is- 
sued upon conversion of Victory notes of the other series which 
were originally subscribed for by any taxpayer will be deemed 
to have been originally subscribed for by such taxpayer. [T. D. 
2857, approved June 7, 1917.] 

Macomber vs. Eisner. — The date set for the argument of this 
case is October 13, 1919, . 
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fl 1510. Page 39. Payment of taxes in installments for fiscal 
year ending in 1918. — Reference is made to your letter of April 
2, 1919, requesting information as to whether or not a corpora- 
tion may take advantage of the installment basis as provided in 
Section 250 (a) of the Revenue Act of 1918 in paying its taxes 
covering the fiscal year ended October 31, 1918, which is due and 
payable on or before April 15, 1919, pursuant to the Revenue 
Act of 1917. 

In reply you are advised that the corporation when filing its 
supplementary return on or before March 15, 1919, should have 
at such time of filing taken advantage of Section 250 (a) of 
the Revenue Act of 1918 by paying one-fourth of the total 
amount of tax due thereon (including tax due under the original 
return and additional tax due under the supplementary returns). 

The fact that the corporation was not aware of the advantage 
prescribed by law, in the payment of its tax, as outlined in Sec- 
tion 250 (a) of the Revenue Act of 1918, and Treasury Decision 
2797, does not extend the application thereof. Accordingly, you 
are informed that due to the failure to comply with the ruling 
contained in Treasury Decision 2797, the taxpayer cannot take 
advantage of the installment basis in. the payment of its taxes. 
[Letter to Prentice-Hall, Inc., signed by Commissioner Daniel 
C. Roper and dated June 9, 1919,] 

H1511. Page 260. Contributions deductible. — Receipt is ac- 
knowledged of your letter, in which you present the following 
question: 4 

Is an item of $4,000 contributed to a fund to make up the 
loss by tbeft of a bookkeeper of a bank where the taxpayer in 
question is a director an*allowable deduction [from the income 
of the individual director]? 

In reply you are advised that an amount contributed for the 
purpose stated in your question is not an allowable deduction 
for income tax purposes. [Letter to Prentice-Hall, Tnc, signed 
by Commissioner Roper and dated June 17, 1919.] 

fl 1512. Page 376, Interest on Victory Notes.— T. D. 2865 
provides: 

All interest accrued on 4)4 per cent Victory notes at the 
date of any conversion by the taxpayer into 3)4 per cent Vic- 
tory notes will, for the purposes of computing net income, be 
deemed to be interest upon 4)4 per cent Victory notes, and 
will be entitled only to the exemptions 1 from taxation to which 
interest on 4)4 per cent Victory notes is entitled. Any and 
all amounts received by any taxpayer from the United States 
by way of adjustment of accrued interest upon conversion of 
4)4 per cent Victory notes into 3)4 per cent Victory notes will 
be deemed to be interest upon 4)4 per cent Victory notes. 

All interest accrued on 3)4 per cent Victory notes at the 
date of any conversion by the taxpayer into 4)4 per cent Victory 



#* 



1 See H 1354 for a statement of these exemptions. 
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notes will, for the purposes of computing net income, be 
deemed to be interest upon 3$4 per cent Victory notes, and will 
be entitled to the exemptions from taxation to which interest 
on $y A per cent Victory notes is entitled. [T. D. 2865, approved 
June 14, 1919.] 

IT 1513. Page 462. Amortization of war plants.— T. D. 2859 
provides: The paragraph numbered (3) in article 184 of the 
hnal edition of regulations 45 [see 1[612 of Supplement No. 11], 
which reads as follows: 

(3) In the case of other property the basis is the esti- 
mated reproduction cost as of April, 1919, of such prop- 
erty in its then condition. In the final determination such 
cost will be ascertained under stable postwar conditions, 
. without reference to such date. 
Is hereby amended to read as follows: 

(3) In the case of other property the basis for amor- 
tization calculation shall be the estimated value of the 
property to the taxpayer in terms of its actual use or 
employment in his going business, such value in no case 
to be less than the sale or salvage value of the property, 
provided, however, that in no case shall the preliminary 
estimate (for purposes of returns to be made in 1919) of 
the amount of such amortization exceed 25% of the cost 
of the property. In the final determination the amount of 
the amortization allowance will be ascertained upon the 
basis of stable postwar conditions under regulations to be 
promulgated when these conditions become apparent. 

[Signed by Daniel C. Roper, Commissioner of Internal Revenue, 
approved June 10, 1919, by L. S. Rowe, Acting Secretary of the 
Treasury.] 

The effect of the change made above is to limit the prelim- 
inary estimate of the amount of amortization in the returns made 
in 1919 to (1) 25% of the cost of the property, or to (2) the dif- 
ference between the sale or salvage value of the property and 
the original cost, whichever (1) or (2) results in the lesser 
amount of amortization. 

FEDERAL ESTATE TAX 

fl 1514. Page 714. Federal Estate Tax a flat charge of Net 
Estate.— The New York Court of Appeals decided on May 20, 
1919, that the Federal estate tax is made a flat charge upon the 
decedent's net estate, like any other debt. There is no separate 
charge against specific legacies or distributive shares, nor is any 
apportionment of the tax to be made among legatee, but, as in 
this case, the whole tax is payable by the executor out of the 
residuary estate (Int. Rev. Law of September 8, 1916, chap. 463). 
(Matter of Grace E. Hamilin et al. v. Mary K. Wellington et al., 
decided in the Court of Appeals of New York State, reported in 
full in New York Law Journal of June 13, 1919.) 
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EXCISE TAXES 

If 1515. Page 795. Extension of time for filing returns cov- 
ering taxes imposed upon works of art, jewelry, soft drinks, man- 
ufacturers, motion picture films, and consumers.— Announcement 
was made today by the Bureau of Internal Revenue of an ex- 
tension of time until June 30 for filing returns for the month 
of April covering collections of taxes on works of art and jew- 
elry imposed respectively by Sections 902 and 905 of the Reve- 
nue Bill of 1918. The time for filing such returns for the month 
of May is extended to July 20. 

An extension until July 20 is granted also for filing returns 
for the month of May covering taxes imposed by Section 628 
(upon soft drinks sold in closed containers), Section 630 (upon 
soft drinks sold at soda fountains, ice cream parlors and simitar 
places of business), Section 900 (manufacturer's excise taxes), 
Section 906 (upon motion picture films), and 904 (the so-called 
"luxury taxes")- 

The extensions are granted because of unavoidable delay in 
the printing and distribution of the blanks. (Official announce- 
ment by the Bureau of Internal Revenue, dated June 14, 191°v> 

fl 1516. Page 796. Records of sales of articles taxable under 
Sections 628, 900, 902, and $05.— T. D. 2860 provides that: 'In 
all cases of sales of articles taxable under the provisions of Sec- 
tions 628, 900, 902, and 905 of the Revenue Act of 1918 Tsee p. 
628, Part II of Tax Book], the person responsible for the return 
and payment of the tax shall, in order that the returns may be 
readily checked and verified by examining internal-revenue offi- 
cers, keep such records and memoranda as will clearly show the 
amounts of the sales of taxable articles for each month. The 
tax may be computed upon the gross amount of the taxable 
sales during the month for which return is made.'' \T. D. 2860, 
approved June 10, 1919.] 

If 1517. Page 797. Resale of parts by automobile manufac- 
turer. — T. D. 2860 also provides that: "Where an automobile 
manufacturer prior to the issuance of Regulations 47 (May 1, 
1919) billed as a separate item and collected tax upon the resale 
of parts to dealers and it is impracticable to adjust the tax in 
accordance with Regulations 47, the total amount of the tax 
collected by him should be paid to the collector. The aetual 
manufacturer of the parts will be held to be exempt from tax 
upon such sales provided he has on file a certificate from the 
automobile manufacturer to the effect that the parts purchased 
by such manufacturer from February 25. 1919, to the date of the 
issuance of Regulations 47 had either been used in the manu- 
facture of new cars or will be so used, or that the tax upon such 
parts theretofore sold by the automobile manufacturer will be 
paid directly to the collector." fT. D. 2860, approved Jane 10, 
1919.] 
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REGULATIONS No. 56— MOTION PICTURE FILMS 

Regulations Promulgated by the Commissioner of Internal Rev- 
enue with the Approval of the Secretary of the Treasury 
Relating to the Collection of Tax on 
Motion Picture Films. 

r, [Se ^ La , w \ Se ction 906, Page 344, Tax Book, Part II, and 
Page 799 of -the Tax Book.] 

1f 1518. Article 1. Use of terms.— In these regulations, for 
convenience, unless obviously inapplicable, the term "Film" shall 
be held to mean positive motion-picture films containing pic- 
tures ready for projection; "Person" shall include partnerships, 
corporations, and associations, as well as individuals; "Lease" 
shall include license, and any method of letting and acquiring 
the use^of a film for exhibition, for which a charge is made; 
"Lessor" shall include licensor, and any person granting to 
another the right to the use for exhibition of a film for profit; 
"Distributor" shall be synonymous with lessor or licensor; "Ex- 
hibitor" shall be synonymous with "lessee" or "licensee"; and 
"Rental value" shall include "license value." 

U 1519. Art. 2. ^ Effective date.— The tax is effective May 1, 
1919, and attaches to sums accruing on account of exhibitions of 
films given on or after that date. See a!so article 11. 

PERSONS LIABLE 

If 1520. Art. 3. Lessors. — All persons whose business it is, 
as principals, whether it is their sole or principal business or 
not, to grant to others the fight to use films for exhibition, are 
liable to the tax. If leases, contracts, or agreements whereby 
the right to the use of films is conveyed are entered into by one 
person acting for and in the name of another, the principal is 
liable to the tax. One executing such leases, contracts, or 
agreements in his own name will be regarded as a principal and 
as liable to the tax, unless the contrary is shown. 

Owners. — One who, being the owner of a film or of any inter- 
est therein, himself exhibits such film for profit, is also subject 
to tax. % 

Lessees.— As to transfer of liability ffom lessors to lessees, 
by the statute under certain circumstances, see article 7. As to 
transfer of burden of tax by agreement, see article 8. 

MEASURE OF TAX 

If 1521. Art. 4. Lessors.— The provision of the statute allow- 
ing the owner who exhibits a film to measure the tax by the fair 
rental value has no application to lessors. The tax to which a 
lessor is liable is 5 per cent of the total rentals earned. 

Total rentals eaijned. — The total rental earned is not the net 
profit arising from each lease, etc., but is the gross, sum due and 
payable to the lessor by each exhibitor upon each lease during 
the month, less the amounts represented by bona fide cancella- 
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tions and reductions of rentals made in the ordinary 
course of business, but with no reductions on a< i 
penses, losses, bad debts, etc. 

Deductible items. — Credits due to (a) cancellat 
the failure of the lessor to perform contractual c 
for instance, failure to provide or deliver a film c i 
or to (b) reduction of the rental charge whic? i 
upon a reasonable basis, when in good faith a< 3 
accordance with a recognized trade usage (as, 
case of failure of a film to attract sufficiently i 
ences) are' deductible, and allowances therefor 
computing the tax. If the credit is given ? 
amount due under the original contract has bee i 
thereof may be made in the return for the mo I 

the credit is given. 

Bad debts and expenses. — The tax being 

amount earned, whether actually received or : 

or deductions may be made for losses or i 

charged off. Neither will any credit or dec 
compensation be allowed to be made for ar < 

pense incurred by the lessor, or exhibitor, su 
tions, commissions, advertising, or other ch? 
or special. 

• H 1522. Art. 5. Owner-exhibitors.-^An 
the>*>wner of a film must pay a tax equivaler i 

fair rental value of the film were it leased ; 

bition. 

The fair rental or license value of a 
owner for profit shall ordinarily be held tf i 

net profits he derives therefrom, which r 
deducting from his gross receipts his i 
allowances for services (but no deductic ■ 

such items as expenses of production, up : 

films); but should his return show that 
amount to 33 1-3 per cent of his gross 
pany his return with a statement in < 
entering into the expenses and allowar i 

receipts. It is conceded that this ru' 
applicable to all cases; therefore parti* I 

to review by the Commissioner upon 

tf 1523. Art. 6. Leseess.— » When 1 I 

^erred by operation of law from th 
art. 7) the same allowances for cai 
rental charges may be made as whe \ 

lessor. 

TRANSFER OF BUF 

tf 1524. Art. 7. Where a contra i 

u er 6, 1918, conveying to an exhib t 

i on or after May 1, 1919, the * i 
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ortion of the tax as can not, under the contract, be added to 
e amount to be paid under such contract is on the* exhibitor, 
who shall make returns and pay tax on rentals due and payable 
under the contract on account of exhibitions given on and after 
May 1, 1919, in the manner of a lessor or licensor, as indicated 
by article 11 of these regulations. The lessor or licensor shall, 
on or before the last day of June, 1919, file with the collector a 
statement, in duplicate, showing the tax liability of the exhib- 
itor. If the lessor or licensor is himself subject to tax, such 
statement shall be filed with his return for the month of May, 
1919. A separate statement shall be made in the case of each 
exhibitor. The collector will preserve one copy of each state- 
ment for use in the determination by him of whether returns 
required of lessees and licensees are duly made. The other cop- 
ies received during each month will be forwarded together to 
the collector of internal revenue for auditing purposes. 

U 1525. Art. 8. Charging tax to lessee.— Except in circum- 
stances indicated by article 7, the law requires the lessor or 
licensor of leased or licensed films to pay the tax. It does not, 
however, prohibit the charging of the tax to the exhibitor by 
the distributor. Where the tax is charged to the exhibitor as a 
separate item, the tax will be based upon the amount charged 
for the use of the film only, and not upon the combined total 
including the tax. Where, however, a lessor does not separately 
bill the tax to the exhibitor, but advances his price to cover the 
tax, the tax .must be measured by the. full amount of such ad- 
vanced price. With respect to leases or licenses entered into 
before December 6, 1918, which do not permit adding the tax 
to the amount to be paid under the lease or license and the 
transferring of liability in such cases, see article 7. 

TAX IN LIEU OF OTHER TAXES. 

1f 1526. Art. 9. Tax in lieu of other taxes.— While the new 
tax is in lieu of taxes imposed by the Act of October 3, 1917, 
this merely means that no tax shall be asserted under the prior 
statute on any sale or lease of a moving-picture film occurring 
or executed on or after May 1, 1919, the effective date of the 
new tax. Persons otherwise liable to the tax imposed by the 
Act of February 24, 1919, are not relieved of such liability by 
reason of having paid the tax imposed by the prior Act. Neither 
does payment of the new tax entitle the taxpayer to refund of 
any taxes paid under the earlier statute. 

L^ASE AT LESS THAN FAIR MARKET PRICE. 

[See Law, Section 901, Page 341, Tax Book, Part II.] 

fl 1527. Art. 10. This section will be regarded as intended to 
over the possible attempt by a lessor to disguise the compen- 
ation received by him from the exhibition of a film; thus, if a 
lessor, through any device contrives to lease a film at less than 
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the fair market price or rental, and he derives or has the int 
to derive *some other benefit of any kind from the transacted „ 
the tax shall be based on the fair market price or rental, and 
not that named in the lease. If such method is followed for the 
purpose of evading or defeating the tax liability, penalty will 
also be incurred. 

RETURN AND PAYMENT OF TAX. 

[See Law, Sections 903 and 1309, Pages 342 and 373, Tax 
Book, Part II.] 

1f 1528. Art. 11. Return.— Any person engaged in the busi- 
ness of leasing or licensing films, and each owner who exhibits 
his film for profit, must make return each month in duplicate 
and under oath (except that if the amount of the tax covered 
thereby is not in excess of- $10 such return may be signed or 
acknowledged before two witnesses instead of under oath) and 
pay the tax upon the total rentals earned, or (in the case of an 
owner-exhibitor) upon the fair rental value of the film for the 
period or periods of the preceding month, during which exhibi- 
tions were given, to the collector of internal revenue for the 
district in which his principal place of business is located, in 
accordance with these regulations. But see below as to tax- 
payer's records. 

Date when due.— The return for each month is to be ren- 
dered and the tax paid on or before the last day of the succeed- 
ing month. 

First return. — The first return shall cover the tax accruing 
on and after May 1, 1919, and be made on or before June 30, 
1919. 

Branches. — Transactions of branches should be included in 
the returns rendered by the principal office. 

Receivers, etc. — The receiver or trustee in bankruptcy of a 
lessor or owner and exhibitor conducting a business under court 
order is liable to the tax. 

Taxpayer's records. — Any taxpayer whose books are so kept 
that they accurately reflect the business done with each lessee, 
or with each person dealt with, on a weekly basis, may render 
his return in groups of as many weeks as have their endings 
in each calendar month, but the total business done during each 
week must be correctly shown and added so as to indicate the 
total business done for the several weeks ending in the particu- 
lar calendar month. 

Forms. — The returns should be made on Form 728A. In- 
structions for preparing the return will be found on the back 
of the form. 

Inspection of books. — The books of every person liable to 
the tax shall be open at all times for inspection by examining 
internal-revenue officers. 

Payment. — Remittance of the amount of the tax should ac 
company the return as made. See article IS. 
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EXTENSION OF EXISTING STATUTES. 

[See Law, Section 1305,. Page 371, Tax Book, Part II.] 

1[ 1529: Art. 12. Aids to collection of tax.— [Same as Art. 
30, Reg. 47, ff 1164.] 

CREDITS AND REFUNDS. 

[See Law, Section 1310(a), Page 373, Tax Book, Part II.] 

1TI530. Art. 13. If a taxpayer overpays the tax due with one 
return, he may take credit for the overpayment against the tax 
due with the succeeding return. 

Art. 14. Claims for refund — For procedure with reference to 
claims for refund, see sections 3220 and 3225 of the Revised Stat- 
utes, as amended by section 1316 of the Revenue Act of 1918, 
page 376, Tax Book, Part II. 

MEDIUM OF PAYMENT OF TAX. 
[See Law, Section 1314, Page 375, Tax Book, Part II.] 

U 1531. Art. 15. Payment of tax by uncertified checks. — 
[Same as Art 1733, Reg. 45, 111011.] 

If 1532. Art. 16. Procedure with respect to dishonored 
checks.— [Same as Art. 1734, Reg. 45, tf 1012.] 

Misrepresentation of Tax. 
[See Law, Section 1319, Page 380, Tax Book, Part II. 1 

1f 1533. Art. 17. If a lessor or other person in the lease of a 
film misrepresents the tax, he is guilty of a misdemeanor and is 
liable to a fine of $1,000 and to imprisonment for a year. This 
provision is designed, among other things, to prevent a lessor 
from adding more than the amount of the tax to the sum charged 
for the use of a film and representing that the increase is due 
to the tax. 

Penalties. 

[See Law, Sections 903, 1308, 1317, amending Section 3176 of 
the Revised Statutes and 1319, Part II, of the Tax Book.l 

AUTHORITY FOR REGULATIONS. 

[See Law, Section 1309, Page 373, Tax Book, Part II.] 

If 1534. Art. 18. Promulgation of regulations.— In pursuance 
of the statute, the foregoing regulations are hereby made and 
promulgated, and all rulings inconsistent herewith are hereby 
revoked* 

. DANIEL C. ROPER, 

Commissioner of Internal Revenue. 

Approved: 

CARTER GLASS, 

Secretary of the Treasury. 
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If 1535. Page 803. Certain articles not subject to tax, as toile t 
articles or medicinal preparations. — Mimeograph Letter 215|flB| 
provides that: It has been represented to this office that var^^^ 
pus representatives of this Bureau have given erroneous infor- 
mation as to the tax imposed upon toilet articles and medicinal 
preparations under Section 907 of the Revenue Act of 1918. 

You are instructed that tooth brushes, nail files and orange 
wood sticks are not taxable under said section. 

Peroxide of hydrogen and witch hazel, when made in accord- 
ance with the formulas contained in the United States Pharma- 
copoeia, and not held out or recommended in any way as pro- 
prietary medicines, or as remedies or specifics for any disease, 
are not subject to said tax, but if so held out or recommended 
they are taxable. 

Shaving cream is not taxable under Section 907, but is sub- 
ject to tax as a toilet soap under paragraph (21) of Section 900 
of said Act. 

Your attention is called to Regulations 47 and 51. (Mim. 
Letter 2151, signed by Commissioner Daniel C. Roper, and 
dated June 11, 1919.) 

ADDITIONAL FORMS RELEASED RECENTLY BY 

THE GOVERNMENT 

ff 1536. Form 708. Capital stock tax return for foreign cor- 
poration. — Every foreign corporation doing business in the 
United States must file this return and pay a tax at the rate 
of $1.00 for each $1,000 of the fair value of the capital in- 
vested in this country. It is not entitled to the specific exemp- 
tion y of $5,000 granted to domestic corporations. The tax under 
the Revenue Law of 1918 is upon the capital invested in this 
country and employed in the business of the corporation. Last 
year the tax was upon that percentage of the entire capital of 
the corporation employed in the United States and elsewhere 
which the net income from sources within the United States 
was of the entire net income from all sources. For further in- 
formation see Reg. 50, Supplement No. 13. 

If 1537. Form 1115. Claim by nonresident alien individual 
for the benefit of personal exemption and credit for dependents. 
— This return should be filed only when the country of which 
the individual is a subject allows a similar exemption or credit 
to citizens of the United States not residing in such country, 
or when the country does not impose an income tax. For list 
of such countries see 11670 of Supplement No. 11. See pages 
101 to 110 of the Tax Book. 

tT 1538. Form 1116. Claim for credit on individual income 
tax return for taxes paid or accrued to foreign countries or to 
possessions of the United States.— The conditions under which 
this credit is allowed are explained in Section 222 of the law, 
page 205, part II of the Tax Book, and 1(717 to 1f720 of Supj^^^ 
plement No. 11. {^|^| 
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WITHHOLDING 

fl 1539. Page 528. Duties and obligations of employers, in 
connection with withholding, in the case of nonresident aliens 
employed in the United Stated. — Reference is made to your 
letter dated March 25, 1919, transmitting a copy of your letter 
dated February 28, 1919, in which the following questions are 
submitted with respect to the duty of operators of bituminous 
coal mines to withhold income tax from salaries, wages and 
other compensation paid to nonresident aliens employed in 
this country. 

"1. For what years will the Department attempt to make 
collection of such items? 

"2. In the absence of any record now existing as to the 
nationality or intentions of employees who have left the ser- 
vice of a person or corporation which employed them during 
past years, what action on the part of the employers will be 
necessary to relieve them from any further liability for this tax? 
Is not the burden of proof on the Government in this case? 

"3. Will a canvass of the present employees with a view 
to ascertaining their nationality or intentions of becoming resi- 
dent taxpayers, and a collection of the taxes due from them 
be a satisfactory solution of the case? If so, how far back 
should employers attempt to make this collection? 

"4. It is customary in a great many mining districts to 
let out a certain portion of a mine to some miner who is usually 
termed a contractor who employs additional labor in the pro- 
duction of coal from the section of the mine assigned to him. 
These men, usually termed 'back hands,' sometimes do not 
appear upon the payroll and are very frequently not officially 
known to the operator or employer. Who is responsible for 
the collection in this case, the operator or the contractor? The 
operator frequently does not know the amount of the earnings 
of the 'back hand* or laborer emploved by the contractor and 
the latter usually keeps no books of account. 

"5. Many employees, not only in the mining industry but 
in other industries, are known only by number. Will it be 
necessary to ascertain their names and intentions as to resi- 
dence? 

"6. Does the failure of the employer to make such collec- 
tions make him liable for the full amount of the tax? If so, 
how far back of the present will the Department attempt to 
make collections, and in the absence of specific information 
as to the nationality of past employees, upon what evidence 
will they base their action during the past period?" 

ff 1540. In reply to your first inquiry you are advised that 
the Department is not limited to as years in regard to investi- 
gations relative to the liability of employers to deduct income 
tax at the source from fixed or other determinable income 
paid to nonresident aliens as provided by the Revenue Act of 
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191& and the acts for prior years. No effort will be made to 
hold employers of nonresident aliens liable for tax prior to 
the issuance of Treasury Decision 2242 [Page 95 of the Tax 
Book], September 17, 1915, which defined a nonresident alien 
and not then if such nonresident alien had been employed con- 
tinuously by the same person or corporation fo* ra period of 
three months or more. 

If' 1541. Iii reply to your second inquiry you are advised 
that aliens employed in the United States are prima facie re- 
garded as nonresident aliens, and in case where withholding 
has not occurred it will be necessary for the employer to 
furnish written proof of facts which overcome that presumption. 
The burden of proof is oh the employer. The records of a 
corporation, such as the cancelled checks representing payment 
to its employees, and the payrolls, are held to constitute written 
proof. 

<p5'2. Referring' to your third inquiry you are advised 
that if an alien has been living in the United States for as 
much as one year immediately prior to the time he entered the 
employment of the withholding agent, or if he has been regu- 
larly employed by an individual resident in the United States 
or by a resident corporation in the same city or country for 
as much as three months immediately prior to anv payment 
by the employer, he may be treated as a resident in deciding 
as to the necessity of withholding part of such payment, pro- 
vided no facts are known to the employer showing that he is' 
in faet a transient. The facts with regard to the length* of 
time the alien has thus lived in this country or has 'been so 
regularly employed may be established by the certificate of the 
alien. The employer may also obtain evidence to overcome the 
prima facie presumption of nonreskience by securing from the 
alien Form 1078, revised, properly executed or an equivalent 
certificate of the alien establishing residence. Having secured 
such evidence from the alien, the employer may rely thereon 
unless the statement of the alien was false and he has reason- 
able cause to believe it was false, and may continue to rely 
thereon until the alien ceases to be a resident. 

ff 1543. Referring to your fourth inquiry you are advised 
that in case the owner or operator of a mine leases a portion 
thereof to a contractor whose operations are separate and 
distinct from that of the corporation, the individuals being 
actually employed 'by the contractor, the duty, to withhold is 
that of the contractor and not of the corporation. , 

fl 1544. Referring to your fifth inquiry you are advised that 
in every case where the employee is a nonresident alien, with- 
holding is required, except for 1918, in which case a claim for 
exemption may be filed in accordance with the provisions of 
Article 307, Regulations 45. The name and address of such 
employee should be secured regardless of the fact that for the 
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convenience of the operator, the individual is known by number. 
Referring to your sixth inquiry you are advised that this 
question appears to be covered by -the answer to your third 
inquiry. 

fl 1545. Replying to the next to the last paragraph of your 
letter you are advised that the employer who fails to withhold 
and account for income tax with respect to income paid to 
alien employees, may submit any evidence which will substan- 
tiate the fact that such employees are residents of the United 
States within the meaning of Article 312 to 316 of Regulations 
45. As to what action will be taken by the Bureau in regard 
to the collection of income tax at the source, you are advised 
that any investigations deemed necessary for the proper adminis- 
tration of the revenue acts will be made in order that tax- 
payers may satisfy their obligations to the Government. 

1f 1546. Referring to the inquiry contained in your letter 
of March 25, 1919, in regard to aliens who have been employed 
in this country by the corporation for a period of three months, 
you are advised that such circumstances are held to constitute 
the individual a resident of the United States for purpose 
of withholding, and no further tax is required to be withheld 
at the end of that period provided no facts are known to the 
employer tending te show that the individual is a transient 
as described in Article 312, Regulations 45. The amount of 
tax withheld during the three months should not, however, be 
refunded to the employee, but should be included in the corpora- 
tion's annual list return of income tax withheld at the source, 
Form 1042. (Letter to W. B. Reed, Accounting Secretary, 
National Coal Association, Washington, D. C, signed by Com- 
missioner Daniel C. Roper, » and dated May 26, 1919.) 

U 1547. The following letter was sent to Mr. W. B. Reed, 
Secretary of the National Coal Association, on June 12, 1919, 
by Commissioner Daniel Roper, correcting fl 1546 above: 

Reference is made to your telephone call in regard to a 
letter addressed to you under date of May 26, 1919, upon the 
subject of the withholding provisions of the Revenue Act of 
1918. The inquiry was made as to whether the last sentence 
of that letter, which is quoted here, is correct: 

"The amount of tax withheld during the three months 
should not, however, be refunded to the employee, but 
should be included in the corporation's annual list return 
of income tax withheld at the source, Form 1042." 

In reply you are advised that "where the status of an alien 
changes during the year from that of a resident to that of a 
non-resident, or from that of a non-resident to that of a resi- 
dent, the status which exists at the end of the taxable year is 
the one which determines his right to exemption as to the 
whole year. Where an employer has withheld wages from a 
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non-resident during part of the year and thereafter the employee 
became a resident (before the employer has paid over to the 
United States the amount withheld), the employer is authorized 
on receiving proof of the change to refund to the employee 
the amounts which had been withheld from him during the 
earlier part of the taxable year, while his status was that of a 
non-resident." y 

The ruling contained in this letter supersedes all other 
rulings in ponflict therewith. 

INSTRUCTIONS FOR THE PREPARATION OP * 

FORM 1120A. 

1J 1548. Page 586. Return for corporation with fiscal year 
ending in 1919. Form 1120A, the income, war profits and 
excess profits tax return for corporations with a fiscal year 
ending in 1919 is similar in general arrangement to Form 1120, 
except in Schedule IV, relating to the computation of taxes. 
This schedule is arranged for the computation of taxes both 
at the 1918 and 1919 rates. An illustration of the computation 
of the tax for a fiscal year ending in 1919 is given in par. 898 
of Supplement No. 11. If a net income of more than $10,000 
is derived from Government contracts made befween April 
6, 1917, and November 11, 1918, the tax for 1919 should be com- 
puted in accordance with Art. 714 of Reg. 45, 1(809 of Supple-, 
ment No. 11. 

Schedule A requires a corporation to include in item 9 divi- 
dends received from domestic corporations, which are then 
deducted in the latter part of this schedule as item 25. This is 
apparently for information purposes only, as it does not affect 
the amount of tax. Fiscal year returns are due on the fifteenth 
day of the third month fallowing the close of the fiscal year. 
The first installment of the tax is due on the same date as the 
return, and the other installments at intervals of three months 
thereafter. To illustrate: If the fiscal year ends on July "31, 
1919, the return must be filed and the first installment of taxes 
paid on or before October 15, 1919. The three remaining in- 
stallments are due on January 15, 1920; April 15, 1920, and July 
15, 1920, respectively. The time for filing returns for fiscal 
years ending on or before April 30, 1920, has been extended to 
July 15, 1919. (See H 1504.) 

1fl549. T. D. 2870. The final edition of Regulations 45 is 
amended by changing Article 1567 (see fl 986) to read as follows: 

"Art. 1567. Exchange of stock for other stock of no greater 
par value. — In general, where two (or more) corporations 
unite their properties by either (a) the dissolution of corpora- 
tion B and the sale of its assets to corporation A, or (b) the 
sale of its property by B to A and the dissolution to B, or 
(c) the sale of the stock of B to A and the dissolution of B, or 
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(d) the merger of B into A, or (e) the consolidation of the 
corporations, no taxable income is received from the transac- 
tion by A or B or the stockholders of either, provided the 
sole consideration received by B and its stockholders in (a) 
(b) (c) and (d) is stock or securities of A, and by A and B 
and their stockholders in (e) is stock or securities of the con- 
solidated corporation, in any case of no greater aggregate par 
or face value than the old stock and securities surrendered. 
So-called 'no-par-value stock* issued under a statute or stat- 
utes which require the corporation to fix in a certificate or 
on its books of account or otherwise an amount of capital 
or an amount of stock issued which may not be impaired by 
the distribution of dividends, will for the purpose of this 
section be deemed to have a par value representing an aliquot 
part of such amount, proper account being taken of any pre- 
ferred stock issued with a preference as to principal. In the 
case (if any) in which no such amount of capital or issued 
stock if so required, 'no-par-value stock' received in exchange 
.will be regarded for the purposes of this section as having in 
fact no par or face value, and consequently as having 'no 
greater aggregate par or face value' than the stock or securities 
exchanged therefor." [T. D. 2870, approved June 20, 1919.] 

The effect of this change is to give stock of no par value, 
issued under a statute which requires the corporation to fix 
an amount of capital or stock issued representing this stock 
which cannot be impaired by dividend distributions, a par value, 
for the purposes of Section 202, equal to the amount of such 
capital fixed in accordance with the statute divided by the 
number of shares this capital represents. 

IT 1550. (See If 570.) T. D. 2869. The final edition of Regu- 
lations 45 is amended by inserting immediately after Article 92 
a paragraph to be known as Article 92a, as follows: 

Art. 92a. When the wages of a nonresident alien seaman are 
derived from sources within the United States. — While resident 
alien seamen are taxable like citizens on their entire income 
from whatever sources derived, nonresident alien seamen are 
taxable only on income from sources within the United States. 
Ordinarily, wages received .for services rendered inside the 
territorial United States are to be regarded as from sources 
within the United States. The wages of an alien seaman 
earned on a coastwise vessel are from sources within- the 
United States, but wages earned by an alien seaman on a ship 
regularly engaged in foreign trade are not to be regarded as 
from sources within the United States, even though the ship 
flies the American flag, or although during a part of the time 
the $hip touched at United States ports and remained there a 
reasonable time for the transaction of its business. The pres- 
ence of a seaman aboard a ship which enters a port for such 
purposes of foreign trade is merely transitory and wages 
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earned during that period by a nonresident alien seaman are 
not taxable. There is no withholding from the wages of an 
alien seaman unless they are nonresidents within the rules 
laid down in Articles 311 to 315. Even in the case of a non- 
resident alien seaman, the employer is not obliged .to with- 
hold from wages unless those wages are from sources within 
the United States as defined above. As to when alien seamen 
are to be regarded as residents see Art. 312a. 

If 1551. (See 11672.) The final edition of Regulations 45 is 
amended by inserting immediately after Article 312 a para- 
graph to be known as Article 312a, as follows: 

Art. 312a. Alien seamen, when to be regarded as residents. 

— In order to determine whether an alien* seaman is a resident 
within the meaning of the income tax law, it is necessary to 
decide whether the presumption of nonresidence is overcome 
by facts showing that he has established a residence in the 
territorial United States, which consists of the States, fhe Dis- 
trict of Columbia, and the Territories of Hawaii a.nd Alaska, 
and excludes other places. Residence may be established on 
a vessel regularly engaged in coastwise trade, but the mere 
fact that a sailor makes his home on a vessel flying the United 
States flag and engaged in a foreign trade is not sufficient to 
establish residence in the United States, even though the 
vessel, while carrying on foreign trade, touches at American 
ports. An alien seaman may acquire an actual residence in 
the territorial United States, within the rules laid down in 
Article 312, although the nature of his calling requires him 
to be absent from the place where his residence is established 
for a long period. An alien seaman may acquire such a resi- 
dence at a sailors' boarding house or hotel, but such a claim 
should be carefully scrutinized in order to make sure that such 
residence is bona fide. The filing of Form 1078 (Revised), or 
taking out first citizenship papers, is proof of residence in the 
United States from the time the form is filed or the papers 
taken out, unless rebutted by other evidence showing an inten- 
tion to be a transient. The fact that a head tax has been paid 
on behalf of an alien seaman entertering the United States is 
no evidence that he has acquired residence, because the head 
tax is payable unless the alien who is entering the country is 
merely in transit through the country. An alien may remain a 
nonresident although he is not in transit through the country. 
As to when the wages of an alien seaman are subject to tax, 
see Article 92a. [T. D. 2869, approved June 20, 1919.] 
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REGULATIONS NO. 55— STAMP TAXES 

REGULATIONS RELATING TO STAMP TAXES 

ON DOCUMENTS 

[Except* on Issue, Sales and Transfers of Certificates of Stock 
and Sales of Products for Future Delivery] 

[See Law, Section 1100 to 1107, pages 357 to 365, Tax Book, 
Part II, and pages 827 to 887 of the Tax Book.J 

Schedule A 1. Bonds of indebtedness: Article 

Delivery essential to issue 1 

"Foregoing" defined 2 

Bonds accompanying real estate mortgages 3 

Bond renewed by' agreement extending mortgage 4 

Agreement extending maturity of mortgage bond; additional 

bond 5 

Stamps to be affixed to bonds or indenture; bonds to bear legend 6 

Interim certificates and temporary bonds 7 

Instruments issued by corporations in numbers, under a trust 

indenture, are bonds 8 

Scrip divided certificates or warrants 9 

Instrument styled a bond and under seal a bond 10 

Business property Investment bond 11 

Instrument assigning interest in bond 12 

Certificates of deposit; Morris plan banks 13 

Conditional bills of sale 14 

Certificates of indebtedness issued by receivers IS 

Bonds of indebtedness executed and delivered as security 16 

Bonds executed in Canada and delivered in the United States... 17 

Bonds issued in satisfaction of insurance' policies 18 

Bonds issued by school districts 19 

Schedule A 2. Bonds, indemnity and surety: 

Guarantee under seal 20 

Bonds of brewers, etc.; notation to be made on duplicates 21 

Guarantee t,itle insurance policies 22 

Indemnity and fidelity bonds and premiums thereon 23 

Rate and amount of premium charged to be shown on face of 

bond or policy 24 

What premiums taxable; notation to be made on renewal or 

continuance certificates and stamps to be affixed thereto 25 

Agreements to build; bonds for faithful performance of contract 26 

Bonds required in legal proceedings 27 

Bonds of public officials ; 28 

Bonds of depositaries designated by court 29 

Bonds of warehousemen and jitney-bus owners 30 

Agreements to hold harmless, not under seal and without surety 31 

Amount of the tax 32 

Schedule A 3. (See Regulations No. A-% Revised 1919, covering this 
subject.) (Not out yet.) 

Schedule' A 4. (See Regulations No. 49, Revised 1919, covering this 
subject.) 

Schedule A 5. (See Regulations No. 40, Revised 1919, covering this 
subject.) 

Schedule A 6. Drafts, checks, and promissory notes: 

Drafts and checks payable otherwise than at sight or on demand 33 

Time draft or check taxable on acceptance or delivery 34 

Drawee, payee, or indorsee to see that tax is paid -. 35 

Draft drawn abroad, on foreign drawee, with foreign payee 36 
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Liability to tax determined by form or face of check or draft.. 37 

Draft accepted for payment at future date - 38 

Trade acceptances 39 

Drafts against actual shipments 40 

Time draft covering export to foreign country 41 

Time draft to secure purchase money ., 42 

Time drafts covering period of transit to seaboard 43 

Time drafts payable in "foreign countries 44 

Time drafts covering shipments to Canal Zone 45 

Time drafts covering shipments to Virgin Islands, Philippines, 

and Porto Rico 46 

Time drafts covering shipments from Virgin Islands, Philip- 
pines, and Porto Rico 47 

"Promissory note" defined 48 

Notes payable on demand promissory notes 49 

Promissory notes given as" security 50 

Renewal of promissory note taxable 51 

Extension or renewal of promissory note by extension of mort- 
gage by which secured 52 

Promissory note secured by joint-stock land bank mortgage 53 

Promissory notes issued by foreign governments .'. . 54 

Promissory notes secured by obligations of the United States 55 

Promissory notes secured by certificates of indebtedness issued 
by Director General of Railroads or by bonds of the War 

Finance Corporation 56 

Suspension of payment or forbearance 57 

Coupons and interest notes : < 58 

Payment of interest on demand note not a renewal ; «. . 59 

Payment of interest in advance after maturity of promissory 

note a renewal 60 

Policy loan and premium extension agreements 61 

Certificates of deposit 62 

' Post-dated checks 63 

Promissory note executed and mailed in Canada 64 

Promissory note executed and mailed to payee in Canada 65 

Schedule A 7. Conveyances: 

Who should affix stamps 66 

Actual value at time of conveyance the measure of the tax 67 

Tax, how computed » 68 

Tax on deed executed by sheriff or referee, how computed 69 

"Sold" defined 70 

Deeds executed and delivered on or after April 1, 1919 71 

Deed dated prior to April 1, 1919, but acknowledged and-' de- 
livered after that date 72 

Deeds in escrow 73 

Deeds conveying property sold under foreclosure or execution; 

tax, how paid 74 

Deeds on exchange of properties 75 

What constitutes real property determinable by law of State 

where located; standing timber 76 

Deeds conveying mines v . 77 

Conveyance of property subject to equity of redemption 78 

Conveyance of land in consideration of maintenance v 79 

Deeds of building and loan associations 80 

Stock in corporation a valuable consideration 81 

Quit-claim deeds 82 

Options and contracts for real estate 83 

Deeds of release and deeds' of trust. 84 

Deeds by State, county, or municipal officer 85 

Deeds to a State 86 

Deeds to burial sites 87 

Deeds to cover gift 88 
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Deed to trustee for benefit of creditor 89 

Deed to building and loan association 90 

Deed by husband and wife to "straw man" 91 

Deeds from agent to principal 92 

Reconveyances of partnership property by receivers 93 

Partition deeds 94 

Conveyances without consideration 95 

Conveyances of real estate in foreign country 96 

Deeds confirming title 97 

Contracts for sale of real property 98 

Abstracts of title '. 99 

Leases of real property 100 

Conveyance by co-owners in consideration of capital stock 101 

Deeds by executor , 102 

Conveyance by corporation to owner of all the capital stock 103 

Conveyance by mortgagor to mortgagee 104 

Conveyance to trustee, or from trustee to cestui qui trust, with- 
out consideration 105 

Conveyance to United States 106 

Deed from one corporation to another owning capital stock of 

former in consideration of payment of debts 107 

Judgment or decree of State court transferring title to real 

estate 108 

Taxes and assessments, when deductible 109 

Conveyance by corporation to an officer through third party.'... 110 
Schedule A 8. Customhouse entries for consumption or warehousing: 
Customhouse entries by United States officials and representa- 
tives of foreign countries Ill 

Schedule A 9. Withdrawal entries from customs bonded warehouses: 

Entries for withdrawal of goods or merchandise 112 

Schedule A 10. Passage tickets: 

Passage tickets issued to Federal and State officials. Military 

and Naval forces, and certain foreign representatives 113 

Passage tickets issued to private individuals 1 14 

Passage tickets to Porto Rico and Philippine Islands 115 

Passage tickets to Hawaii and Alaska 116 

Prepaid orders for passage tickets 117 

Passage tickets issued on exchange orders purchased in Canada 

or Mexico 118 

Passage tickets to ports not in United States, Canada, or Mexico 119 
Passage tickets sold in United States from ports not in United 
States, Canada, or Mexico to ports not in said countries 

not subject to tax, unless 120 

Schedule A 11. Proxies: 

Tax on proxies attaches to the instrument 121 

Stamp may be affixed and canceled by either party to proxy 122 

Directors of corporations officers 123 

Proxies to vote stock of building and loan associations 124 

Proxies executed and accepted before April 1, 1919 125 

Proxy to vote for officers and for other purposes 126 

"Corporation" defined 127 

Proxies sent out by corporations may be stamped after execu- 
tion and delivery 128 

Schedule A 12. Powers of attorney: 

Tax on power of attorney, when due 129 

Tax attaches to the instrument 130 

Resolution of board of directors authorizing an officer of the 
corporation to sell, etc., stock or bonds, not taxed as power 

of attorney: otherwise in case of person not an officer 131 

Revenue stamp required on each instrument executed under 
general power of attorney granted to person not an officer of 

the corporation : 132 
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Power of sale embodied in mortgage not taxable 133 

Powers of attorney contained in assignments of insurance 

policies 134 

Powers of attorney from corporations to resident agents 135 

Power of attorney to sell or transfer Government bonds 136 

Powers of attorney contained in assignments, for valuable con- 
sideration, conferring no authority upon assignee not implied 
by the assignment,* not taxable 137 

Authority to secretary of corporation to transfer stock on the 

books not taxable 138 

Pro forma power of attorney to transfer bonds or stock on books 
of corporation, printed on bond or stock certificate, not 
taxable , 139 

A warrant of attorney in a judgment note or promissory note 

authorizing confession of judgment 140 

Warrant of attorney in a lease 141 

Power of atforney mailed in United States to point abroad; 

power of attorney mailed abroad to party in United States.. 142 

Power of attorney to sell, etc., shares of capital stock, taxable, 

unless 143 

Power of attorney authorizing vendee of shares of stock to 

transfer same 144 

Copy of power of attorney, printed on form provided by Gov- 
ernment and filed in executive department J45 

Power of attorney authorizing deputy to have access to safe 146 

Power of attorney authorizing officer of Federal Reserve Bank 

to assign United States bonds deposited as security 147 

Powers of attorney executed and delivered before April 1, 1919.. 148 
Schedule A 13. Playing cards: 

Person receiving for sale packages of playing cards opened and 

on which stamps are broken 149 

Schedule A 14. Parcel-post packages: 

Shipments by Federal Reserve Banks 150 

Packages to or from Hawaii or Alaska 151 

Packages to or from Porto Rico, Philippine Islands,- Canal Zone, 

and Virgin Islands , 152 

Packages mailed from one point to another in Porto Rico... 153 

Packages to United States naval vessels or United States Ex- 
peditionary Forces 154 

Packages sent by a State or political subdivision thereof 155 

Schedule A 15. Foreign insurance policies: 

Taxability governed by date of delivery , 156 

Miscellaneous: • 

Stamp affixed and canceled can not lawfully be removed and 

affixed to another instrument; refund 157 

Both parties to taxable instrument liable 158 

Stamp taxes under revenue act of 1917; present regulations 

generally applicable 159 

Schedule A of revenue act of 1918 an extension of Schedule A of 

revenue act of 1917 160 

Former stamp ta x acts 161 

Denominations of documentary stamps: 

Documentary stamps issued 162 

Purchase of stamps: 

Stamps, where purchased 163 

Assistant Treasurer of the United States, designated deposi- 
taries, and postmasters to be furnished stamps; bonds re- 
quired 164 

Stamps on articles manufactured in foreign countries 165 

Cancellation of documentary stamps: 

Cancellation of stamps ..,,,,,,,, 16$^ 
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Additional cancellation required in case of stamps of value of 

10 cents or more 167 

Stamps under former acts; postage stamps: 

Documentary stamps only to be used : 168 

Documentary stamps issued under act of October 22, 1914, and 

act of October 3,- 1917 169 

Ordinary postage stamps not to be used for internal-revenue 

taxes 170 

Redemption of stamps: 

Stamps rendered useless 171 

Affixing stamps: 

Two or more stamps may be used, when 172 

Duties of officers: 

Revenue officers to make investigations 173 

Revenue agents and collectors to report 174 

Quarterly reports 175 

Stamp tax to be reported for assessment only where instru- 
ments cannot be stamped , v 176 

Regulations covering tax on issue, sales, and transfers of stock 

and sales of products ., ,. 177 

Authority for regulations: 

Promulgation of regulations 178 

DATE EFFECTIVE 

Title XI, Revenue Act of 1918, imposing stamp taxes is 
effective on and after April 1, 1919. See Section 1100. 

BONDS, DEBENTURES, AND CERTIFICATES 

OF INDEBTEDNESS 

Tf 1552. Article 1. Delivery essential to issue. — Delivery is 
essential to constitute an issue of bonds. 

If 1553. Art. 2. "Foregoing" defined.— The word "forego- 
ing" m Schedule Al is held to apply to the class of instru- 
ments listed therein, regardless of whether issued prior to or 
after April 1, 1919, and not merely to instruments issued on or 
after April 1, 1919. 

H 1554. Art. 3. Bonds accompanying real estate mortgages. 
-—Bonds accompanying real estate mortgages are taxable as 
bonds of indebtedness upon the amount secured and not as 
bonds of indemnity under Schedule A2. 

H 1555. Art. 4. Bond renewed by agreement extending 
mortgage. — An agreement extending a mortgage upon maturity, 
where a bond is secured by the mortgage and such agreement 
operates to renew the bond, subjects the latter to stamp tax 
as a renewal. 

ff 1556. Art. 5. Agreement extending maturity of mortgage 
bond; additional bond.— An agreement between the holder of 
a bond and the present owner of a parcel of real estate, ex- 
tending maturity of a mortgage bond executed by a former 
owner, operates as a renewal, and such renewal is subject to 
tax. If in addition a new bond is given for the same indebted- 
ness, it also is subject to tax, 
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f 1557. Art. 6. Stamps may be affixed to bonds or inden- 
ture; bonds to bear legend. — The necessary revenue stamps 
may be affixed either to the bonds or to the indenture under 
which the bonds are issued. If the stamps are affixed to the 
indenture, the bonds must bear a Tegend showing that the proper 
revenue stamps have been affixed to the indenture and duly 
canceled. If the indenture provides for the issue of bonds over 
a period of years, the necessary stamps may be affixed at the 
time of each issue. 

fl 1558. Art. 7. Interim certificates and temporary bonds. — 
Interim certificates or temporary bonds issued in .lieu of 
definitive bonds are taxable, but no additional tax is required 
upon the issue of the permanent or definitive bonds, which, how- 
ever, should bear notation of the fact that stamps in the proper 
amount were duly attached to the interim certificates. 

If 1559. Art. 8. Instruments issued by corporations in num- 
bers, under a trust indenture, are bonds. — Instruments containing 
the essential features of a promissory note, but issued by cor- 
porations in series, secured by a trust indenture, either in reg- 
istered form or with coupons attached, embodying provisions for 
acceleration of maturity in the event of any default by the 
obligor, for optional registration in the case of bearer bonds, 
for authentication by the trustee, and in some instances for 
redemption before maturity, or similar provisions, are bonds 
within the meaning of the statute, whether called bonds, deben- 
tures, or notes. 

ff 1560. Art. 9. Scrip-dividend certificates or warrants. — Scrip- 
dividend certificates or warrants are taxable as certificates of 
indebtedness. 

If 1561. Art. 10. Instrument styled a bond and under seal 
a bond, unless. — An instrument which is styled a "bond" and 
which is under seal should be held subject to tax as a bond 
unless it is shown affirmatively that it is not a bond. 

fl 1562. Art. 11. Business property investment bond. — A 
business property investment bond wherein it is certified that 
the holder thereof is the owner of an interest in certain 
specified real property, legal title to which has previously been 
conveyed to a trustee, and whereby the corporation issuing 
the same agrees to manage the property and distribute the pro- 
ceeds in a certain manner, is not subject to tax as a bond, 
debenture, or certificate of indebtedness, but as a certificate .of 
interest in property. 

fl 1563. Art. 12. Instrument assigning interest in bond. — An 
instrument which, merely represents an assignment of interest 
in a bond accompanying a mortgage is not taxable. 

fl 1564. Art. 13. Certificates of deposit; Morris-plan banks. — 
Any instrument which is actually a certificate of deposit issued 
by a bank is exempt from stamp tax, regardless of whether it is 
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negotiable or lion-negotiable or whether it is payable on demand 
or at some specified time. Certificates of deposit issued by 
banks or organizations operating upon' the Morris plan are not 
subject to stamp tax. 

fl 1565. Art. 14. Conditional bills of sale. — Conditional bills 
of sale used in sale of merchandise on the installment plan 
are not certificates of indebtedness within the meaning of 
Schedule Al, and are not subject to stamp tax, unless in the 
form of promissory notes. 

fl 1566. Art. 15. Certificates of indebtedness issued by 
receivers. — A certificate of indebtedness issued under order of 
a Federal court by a receiver is subject to tax. 

fl 1567. Art. 16. Bonds of indebtedness executed and deliv- 
ered as security. — The tax applies to bonds of indebtedness exe- 
cuted by the obligor and delivered to a bank or trust com- 
pany as security for the payment of an obligation. 

H 1568. Art. 17. Bonds executed in Canada and delivered in 
the United States.— Bonds executed in Canada by a Canadian 
corporation, certified to by a trustee in the United States, given 
for part of the purchase price of timber located in Canada, 
and delivered in the United States, are subject to tax. 

fl 1569. Art. 18. Bonds issued in satisfaction of insurance 
policies.*— Bonds issued by life insurance companies in satisfac- 
tion of insurance policies are subject to tax. 

ff 1570. Art. 19. Bonds issued by school districts. — Bonds 
issued by school districts for school purposes are exempt from 
tax. 

BONDS, INDEMNITY AND SURETY 

[See Law, Section 1107, Schedule A2, page 360, Tax Book, 
Part II.] 

If 1571. Art. 20. Guaranty under seaL — A guaranty under 
seal of the performance of the conditions of a contract by per- 
sons not parties thereto is taxable as a bond. 

fl 1572. Art. 21. Bonds of brewers, etc.; notation to be made 
on duplicates. — Bonds of brewers, manufacturers of oleomar- 
garine, tobacco and cigars, also distiller's annual and ware- 
housing bonds, and transportation bonds, are required to be 
stamped. Where these bonds are required by law to be made 
in duplicate or triplicate, only the original is required to be 
stamped, and on the duplicates and triplicates a memorandum 
must be made bating that the tax has been paid by stamp 
attached to the original bond. Copies of distiller's bonds for-, 
warded to this office for office use need not be stamped. 

ff 1573. Art. 22. Guarantee title insurance policies. — Guar- 
antee title insurance policies or contracts of guarantee title in- 
surance companies, insuring against loss by reason of defect 
of title, are taxable as policies of guaranty insurance. 
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1J 1574.. Art. 23. Indemnity and fidelity bonds and premiums 
thereon. — All bonds executed for indemnifying any person who 
shall have become bound or engaged as surety, and all bonds 
executed for the due execution or performance of any con- 
tract, obligation, or requirement,- or the duties of any office of 
position, and to account for any money received by virtue 
thereof, and all policies of guaranty and fidelity insurance, 
including policies guaranteeing titles to real estate and mort- 
gage guaranty policies, and all other bonds of any description 
not otherwise provided for in Schedule A, Title XI, Revenue 
Act of' 1918, except such as may be required in legal proceed- 
ings, executed oji or after April 1, 1919, and also the premiums 
charged upon such bonds or policies heretofore issued, which, 
are paid for the purpose of renewing or continuing such bonds 
or policies in force beyond the date of March 31, 1919, are 
subject to tax. 

ff 1575. Art. 24. Rate and amount of premium charged to be 
shown on face of bond or policy. — Where a premium is charged 
upon any bond or poljcy designated in Schedule A2, executed 
or- Issued on or after April I, 1919, a statement must be made 
oh the face of the bond or policy showing the rate and amount 
of premium charged, and bonding companies or other persons 
executing such bonds or policies must affix thereto the neces- 
sary ; amount of stamps, -based upon the- premium charged, can- 
celing the same. 

If 1576. Art. 25. What premiums taxable; notation to be 
made' on renewal or continuance certificates and stamps to be 
affixed thereto. — Where a premium is paid after April 1, 1919, 
for the issuance or execution after said date, or for the renew- 
ing or the continuing in force after said date, regardless of the 
date of original issuance or execution, of any bond or policy 
designated in Schedule A2, the tax due upon such premium 
payment must be paid by internal-revenue stamps. The renewal 
or continuance certificate or other paper showing the renewal 
or continuance of such bond or policy or the receipt or other 
paper showing the payment of any premium or charge for the 
renewal or continuance of such bond or policy must contain 
on 'the face thereof a statement showing the rate and amoun: 
of the premium charged and collected, and the bonding com- 
pany, or other- person issuing or executing such certificate, re- T 
ceipt, or paper mus-t affix thereto the necessary amount of 
stamps based upon the premium charged, canceling the same. 

ffl577. Art. 26.-- Agreements tb build; bonds for faithful 
performance of contract.— Mere agreements to build houses 
are not taxable, but- if bonds are included for the faithful per- 
formance of the work or contracts, they are subject to tax 
as indemnity or surety bonds- \ 

. 1| 1578. Art, 27. Bonds required in legal proceedings. — 
Bonds "required in legal proceedings" are exempt from stamp 
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tax. These include attachment bonds, injunction bonds, bonds 
to stay proceedings, bonds on appeal or writ of error, bonds 
for costs, recognizances, supersedeas bonds; also official bonds 
of trustees, receivers or referees in bankruptcy and other court 
receivers, assignees, executors/administrators, and guardians. 

fl 1579. Art. 28. Bonds of public officials. — Bonds given by 
-officials of a State, township, county, or village, for the faithful 
performance of duties, and bonds given to the same political 
subdivisions covering contracts for governmental purposes or 
for the protection of the State, township, county, village, or 
municipality, are not subject to the stamp tax. This ruling 
does not apply to bonds otherwise taxable given to the Federal 
Government for any purpose. This exemption is construed as 
applying to bonds of notaries public. 

ff 1580. Art. 29. Bonds of depositaries designated by 
court. — Bonds of depositaries designated by the United States 
District Court for the keeping of bankruptcy estates' moneys 
are likewise not taxable. 

fi 1581. Art. 30. Bonds of warehousemen and jitney-bus 
owners. — Bonds required by a State statute from warehouse- 
men and owners of jitney busses running in favor of the State 
are not subject to the tax. 

fl 1582. Art. 31. Agreements to hold harmless, not under 
seal and without surety.— Applications addressed to surety and 
fidelity companies wherein the applicant agrees to indemnify 
the surety company in case of loss under the bond applied for, 
agreements executed by shippers undertaking to hold railroads 
harmless on account of any loss occurring by reason of the 
payment of claims against such railroads without the presenta- 
tion of original bills of lading, etc., agreements, executed by 
depositors of banks and institutions of a similar character, 
agreeing to hold such institutions harmless on account of the 
payment to depositors of sums covered by pass books or checks 
and drafts, etc., which have been lost, and other instruments 
of similar character and scope, not under seal and without 
surety, which impose upon those executing them no liability 
other than that which would be automatically imposed upon 
them by operation of law, are not subject to stamp tax. It 
must, however, be clearly understood that any form of agree- 
ment of indemnification to which sureties are parties is tax- 
able as an indemnity bond. 

ff 1583. Art. 32. Amount of the tax. — If no premium is 
charged, the tax is 50 cents; if a premium is charged, the tax 
is 1 cent on each dollar or fractional part thereof of such 
premium. 

CAPITAL STOCK, ISSUE 

Schedule A3. (See Regulations No. 40, Revised 1919, cover- 
ing this subject.) [Not issued yet.] 
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SALES AND TRANSFERS OF CERTIFICATES OF STOCK 

Schedule A4. (See Regulations No. 40, Revised 1919, cover- 
ing this subject.) 

SALES OF PRODUCTS FOR FUTURE DELIVERY 

Schedule A5. (See, Regulations No. 40, Revised 1919, cover- 
ing this subject.) 

DRAFTS, CHECKS, AND PROMISSORY NOTES 

[See Law, Section 1107, Schedule A6, page 363, Tax Book, 
Part II.] 

ff 1584. Art. 33. Drafts and checks payable otherwise than 
at sight or on demand. — Drafts and checks payable otherwise 
than at sight or on demand become subject to stamp tax if 
delivered or accepted within the United States. 

1T 1585. Art. 34. Time draft or check taxable on acceptance 
or delivery. — A time draft or check becomes subject to tax con- 
currently with its acceptance or delivery, whichever is prior, 
within the territorial jurisdiction of the United States, which 
includes the States, District of Columbia, Hawaii, and Alaska. 

fl 1586. Art. 35. Drawee, payee, or indorsee to see that tax 
is paid. — The drawee, payee, or indorsee should see that the 
tax is paid before or at the time of acceptance or delivery. 
The question of who shall pay for the stamp is a matter of 
adjustment between the parties. 

fl 1587. Art. 36. Draft drawn aboard on foreign drawee 
with foreign payee. — If a draft drawn abroad on a foreign 
drawee with a foreign payee passes through a bank here in the 
course of collection, no tax is payable unless it should be deliv- 
ered by an agent of the drawer to an agent of the payee within 
the United States. 

tf 1588. Art. 37. Liability to tax determined by form or face 
of check or draft.— The liability of drafts or checks to stamp 
tax as well as the amount of such tax is determined by their 
form and face and can not be affected by proof of facts 
or instructions outside of the drafts or checks. A draft ex- 
pressed to be payable at sight on "arrival of car," or embody- 
ing a memorandum to hold until arrival of car, is taxable. A 
sight draft accompanied by instructions outside the instrument 
deferring time of payment is not taxable. 

fl 1589. Art. 38. Draft accepted for payment a/t future date. — 
A draft stating no time for payment which is accepted for 
payment at a certain future date is taxable upon such accept- 
ance as a time draft. 

ff 1590. Art. 39. Trade acceptances.— So-called "trade ac- 
ceptances" are taxable in the same manner as ordinary time 
drafts. 
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1f 1591. Art. 40. Drafts against actual shipment. — Drafts 
directly against an actual shipment are taxable in the same 
manner as other domestic time drafts. 

fl 1592. Art. 41. Time draft covering exports to foreign 
country. — A time draft directly covering exports to a foreign 
country *and which constitutes an inherent, necessary, and bona 
fide part of the actual process of exportation is exempt from 
stamp tax. This exemption does not depend on whether or 
not the time which the draft has to run will expire before or 
after the ocean shipment. Time drafts drawn against the pro- 
ceeds of the foregoing draft are subject to stamp tax. 

1f 1593. Art. 42. Time draft to secure purchase money. — A 
time draft drawn on a domestic bank for the purpose of secur- 
ing money to purchase goods to be exported is subject to tax 
regardless of the fact that a contract for the sale of the 
goods existed at the time the drafjt is drawn. 

ff 1594. Art. 43. Time drafts covering period of transit to 
seaboard. — Time drafts drawn on domestic banks against export 
shipments delivered to the first carrier for transportation, cover- 
ing the period of transit from the interior point to the sea- 
board, are not subject to tax. 

ff 1595. Art. 44. Time drafts payable in foreign countries.-*- 
Time drafts not covering exports drawn and delivered or ac- 
cepted in the United States and payable in foreign countries are 
taxable. 

fl 1596. Art. 45. Time drafts covering shipments to Canal 
Zone. — Stamp tax attaches to time drafts covering articles 
shipped from the United States, Hawaii, and Alaska to Canal 
Zone, if the drafts are delivered within the United States, 
Hawaii, or Alaska. 

fl 1597. Art. 46. Time drafts covering shipments to Virgin 
Islands, Philippines, and Porto Rico, — Stamp tax does not 
attach to time drafts covering shipments to the Virgin Islands, 
Philippines, and Porto Rico, because of express legislation 
exempting shipments, to these dependencies. 

ff 1598. Art. 47. Time drafts covering shipments from Vir- 
gin Islands, Philippines, and Porto Rico. — Time drafts drawn 
against shipments from the Virgin Islands, the Philippines, and 
Porto Rico, into the United States, are subject to stamp tax 
if delivery or acceptance of said drafts first takes place within 
the United .States^ Alaska, or Hawaii. 

fi 1599. Art. 48. "Promissory note" defined. — A promissory 
note is an unconditional promise in writing made by one per- 
son to another, signed by the maker, engaging tp pay on demand 
or at a fixe.d or determinable future time, a sum certain in 
money to such other person or to order or to bearer, free 
from restrictions as to registration or transfer, and usually with- 
out coupons. 
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1f 1600. Art. 49. Notes payable on demand promissory 
notes.— The term "promissory notes," as- used in this schedule, 
includes those payable on demand. 

v J 1601. Art. SO. Promissory notes given as security. — 
Promissory notes given for security only are subject to tax. 

fl 1602. Art 51. Renewal of promissory note taxable.— r 
Kach renewal of a promissory note is taxable. Any writing 
or instrument however designated which operates as a renewal 
of a promissory note is taxable. 

ff 1603. Art. 52. Extension or renewal of promissory note 
by extension of mortgage by which secured. — Where a con- 
tract or agreement extending either a chattel or real estate 
mortgage operates to extend or renew a promissory not secured 
by the mortgage, the renewal of such note is taxable. 

4 

1f 1604. Art. 53. Promissory note secured by joint-stock 
land bank mortgage. — Promissory notes accompanying mort- 
gages of joint-stock land banks are taxable. 

ff 1605. Art. 54. Promissory notes issued by foregn govern- 
ments. — Promissory notes issued directly by foreign govern- 
ments and placed in this country for sale are exempt from 
stamp tax. 

fl 1606. Art. 55. Promissory notes secured by obligations of 
the United States. — Promissory notes secured by United States 
bonds and obligations issued after April 24, 1917, of a par value 
of not less than the amount of such notes, are exempt from 
tax. 

ff 1607. Art. 56. Promissory notes secured by certificates of 
indebtedness issued by Director General of Railroads or by 
bonds of the War Finance Corporation. — Promissory notes » 
secured by certificates of indebtedness issued by the Director 
General of Railroads are exempt from stamp tax. Promissory 
notes secured by bonds of the War Finance Corporation are 
subject to tax. 

1F 1608. Art. 57. Suspension of payment or forbearance. — 
Mere suspension of payment or forbearance is not taxable. 

\ 1609. Art. 58. Coupons and interest notes. — Instruments 
iu the form of coupons representing the interest on bonds, de- 
bentures, or certificates of indebtedness, or on instruments 
however termed, issued by any corporation, known generally 
as corporate securities, which are attached to a principal obliga- 
tion and are substantially but repetitions of the promise to pay 
interest contained in the principal obligation, are not subject 
to tax. Instruments in the form of promissory notes, repre- 
senting the interest upon promissory notes, not included in 
the above classification, and either separate form or prepared 
in a form and for the purpose of being separated from the 
principal note, are subject to tax as promissory notes. 
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If 1610. Art. 59. Payment of interest on demand note not 
a renewaL-p-Thfe mere payment of interest on a demand note 
without any agreement irt writing extending the note, is not 
a renewal within the meaning of this act. 

ff 1611. Art. 60. Payment of interest in advance after matu- 
rity of promissory note a renewal. — Where after maturity oi 
a promissory note, interest is paid in advance, and as evidence 
of such payment an indorsement in substance as follows: 

"19 — . Received six months' interest to , 19 — $ " is 

made on the note, the indorsement operates as a renewal, and 
the renewal is subject to tax. 

tf 1612. Art. 61. Policy loan and premium extension agree- 
ments. — Policy loan and premium extension agreements which 
contain an unqualified promise to pay a specified sum of money 
at a certain date are subject to stamp tax as promissory notes. 
Where the sole remedy of payee in case of nonpayment of 
the premiums or loans is to reduce or cancel the rights of the 
insured, tax does not accrue. 

fl 1613. Art. 62. Certificates of deposit. — A certificate of 
deposit is not subject to tax as a promissory note. 

If 1614. Art. 63. Post-dated checks. — Post-dated checks are 
not subject to tax* unless expressly payable after their date. 

ff 1615. Art. 64. Promissory note executed and mailed in 
Canada. — A promissory note executed and mailed in Canada to 
a payee within the United States is not subject to tax. 

If 1616. Art. 65. Promissory note executed and mailed to 
payee in Canada. — A promissory note executed and mailed in 
the United States to a payee in Canada is subject to tax. 

DEEDS OF CONVEYANCE 

[See Law, Section 1107, Schedule A7, page 363, Tax Book, 
Part II.] 

ff 1617. Art. 66. Who shall affix, stamps. — The law requires 
that the person who makes, signs r or issues any instrument tax- 
able thereunder shall affix and cancel the revenue stamps. It 
also prohibits any person from accepting such instruments 
unless they are properly stamped. The grantee in a deed is N 
liable for the tax as well as the grantor. 

fl 1618. Art. 67. Actual value at time of conveyance the 
measure of the tax. — Where the consideration for a conveyance 
of lands, tenements, or other real property, is left open, to be 
fixed by future contingencies, the actual value at the time of 
conveyance is the measure of the tax upon the deed, instru- 
ment, or writing whereby the conveyance is made, 

fl 1619. Art. 68. Tax, how computed.— "In calculating the 
amount of stamps which must be affixed to a deed of convey- 
ance, the tax is computed upon the full consideration for the 
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transfer less all encumbrances which rest on the property before 
the sale and which are not removed by the sale. Encumbrances 
placed on the property in connection with and as a result of 
the sale or transfer, as well as notes for deferred payments, 
can not be deducted in determining the amount upon which 
tax is calculated. 

If 1620. Art. 69. Tax on deed executed by sheriff, referee/ 
or commissioner, how computed. — The stamp tax on a deed 
of real property executed by a sheriff, referee, or commissioner 
to mortgagee, who bids in the property at foreclosure sale 
to satisfy a mortgage lien, should be computed upon the amount 
bid for the property plus the cost, if paid by the purchaser. 

If 1621. Vt. 70. "Sold" defincd.^-The term "sold" imports 
the transfer of the absolute or general title for a valuable con- 
sideration or price. 

U 1622. Art. 71. Deeds executed and delivered on or after 
April 1, 1919. — Deeds executed and delivered on or after April 1, 
1919, conveying property in pursuance of a contract made prior 
to that time are taxable. The same rule applies to similar 
deeds delivered prior to April i, 1919, and taxable under the 
act of October 3, 1917. 

H 1623. Art. 72. Deed dated prior to April 1, 1919, but 
acknowledged and delivered after that date. — A deed dated 
prior to April 1, 1919, but delivered subsequent to that date, 
is taxable. If delivered between December 1, 1917, and April 1, 
1919, it is taxable under the act of October 3, 1917. 

1f 1624. Art. 73. Deeds in escrow. — Deeds in escrow become 
subject to stamp tax upon delivery to the grantee. If deliv- 
ered between December 1, 1917, and April 1, 1919, they are 
taxable under the act of October 3, 1917; if delivered on, or 
after April 1, 1919, they are taxable under the act of February 
24, 1919. 

U 1625. Art. 74. Deeds conveying property sold under fore- 
closure or execution; tax, haw paid. — Deeds executed by mas- 
ters in chancery, sheriffs, clerks of courts, etc., to cover trans- 
fers of property sold under a foreclosure or execution are sub- 
ject to tax. The grantee or vendee may be required to pay 
the tax or the cost of revenue stamps may be included in the 
expenses of foreclosure sale. 

1f 1626. Art. 75. Deeds on exchange of properties. — In the 
case of an exchange of two properties, the deeds transferring 
title to each are subject to tax, which should in each case be 
computed on the basis of the actual value of the interest or 
property conveyed, the amount of any pre-existing lien or en- 
cumbrance which is not removed by the sale being deductible. 

1f 1627. Art. 76. What constitutes real property determina- 
ble by law of State where located; standing timber. — What con- 
stitutes "lands, tenements, or other realty" is determinable by 
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the law of the State in which the property is situated. Stand- 
ing timber is ordinarily held to be real estate, and, where so Mt^^^k 
held, the deed transferring it is subject to the tax. ^0QE 

fl 1628. Art. 77* Deeds conveying mines.* — Deeds conveying 
mines are taxable. 

fl 1629. Art. 78. Conveyance of property subject to equity 
of redemption.— A conveyance of property subject to an equity 
of redemption is taxable when made, not when the time., for. 
the equity of redemption has expired. 

fl 1630. Art. 79. Conveyance of land in consideration of 
maintenance.— A conveyance of land in consideration of life 
maintenance is taxable, the tax to be measured by the value 
of the property or interest conveyed. 

fll631. Art. 80. Deeds of building and' loan associations. — 
Deeds of building and loan associations conveying realty are 
taxable. 

ff 1632. Art. 81. Stock in corporation a valuable considera- 
tion.— Stock in a corporation is a valuable consideration for 
the transfer of real property. 

If 1633. Art. 82. Quit-claim deeds. — A quit-claim deed given 
for no consideration, or merely the nominal consideration of $1, 
for the purpose of correcting a flaw in title, is not subject 
to tax. 

ft 1634. Art. 83. Options and contracts for real estate. — 
No tax is imposed upon an option for the purchase of real 
property or upon a contract for the sale of real estate. 

fl 1635. Art. 84. Deeds of release and deeds of trust. — 
Deeds of. release and deeds of trust are exempt from tax under 
the provisions of this law. 

fl 1636. Art. 85. Deeds by State, county, or municipal offi- 
cers.— Deeds executed by State, county, or municipal officers 
conveying realty sold for nonpayment of taxes are not subject 
to stamp tax. 

U 1637. Art. 86. Deeds to a State.— Deeds conveying to a 
State real estate purchased by it are hot subject to tax, 

fl" 1638. Art. 87. Deeds to burial sites. — Deeds to burial 
sites which do not convey title to land, but only a right to 
sepulture, to erect monuments, etc., are not subject to stamp 
tax. 

ft 1639. Art. 88, Deed to cover gift. — A deed issued to cover 
a pure and bona fide gift of property from husband to wife, 
or from parent to child, or from an individual to a municipality 
or other political subdivision, or to the United States, wherein 
the consideration named is "natural love and affectioa and $1," 
"desire to promote public welfare and $1," or "$1 and other 
valuable considerations" is not taxable. 

fl 1640. Art. 89. Deeds to trustee for benefit of creditor. — 
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A deed executed by a debtor covering an assignment of prop- 
erty to a trustee to be held for the benefit of a creditor is 
not' subject to tax. When, however, the trustee sells or con- 
veys such property either to the creditor or any other person, 
the deed executed by htm is taxable. 

If 1641. Art. 90. Deed to building and loan association. — A 
deed transferring title to property to a building and loan asso- 
ciation for the purpose of securing a loan on the property 
so conveyed, which property is immediately reconveyed to its 
owner, is not subject to tax, the deed of reconveyance being 
likewise exempt. 

1f 1642. Art. 91. Deed by husband and wife to "straw 
man." — A deed given by a husband and wife to a "straw man" 
who immediately executes a deed reconveying the property to 
the wife, is not subject to tax if given for no valuable con- 
sideration, or merely the nominal consideration of $1, and, like- 
wise, the deed of reconveyance is exempt. 

fl 1643. Art. 92. Deeds from agent to principal. — Deeds 
from an agent to his principal, conveying real estate purchased 
for and with funds of the principal, are not taxable. 

If 1644. Art. 93. Reconveyances of partnership property by 
receivers. — Conveyances of property of a copartnership, in the 
hands of receivers, back to the owners after administration 
of the estate are not taxable. 

ff 1645. Art. 94. Partition deeds. — Partition deeds are not 
subject to tax unless a consideration passes between the parties 
by reason of one or more of them taking under the division 
a share of real estate of greater value than his undivided inter- 
est, in which event stamp tax attaches to the deeds conveying 
such greater shares, calculated upon the value of such con- 
sideration. 

1f 1646. Art. 95. Conveyances without consideration.— Con- 
veyances of realty, not in connection with a sale, to trustees 
or other persons without consideration are not taxable. 

1f 1647. Art. 96. Conveyances of real estate in foreign coun- 
try.— A deed conveying real estate in a foreign country is not 
subject to tax. 

U 1648. Art. 97. Deeds confirming title. — Deeds that are 
simply confirmatory and do not vest title not already vested 
are exempt from tax. 

1f 1649. Art. 98. Contracts for sale of real property.— Con- 
tracts for the sale of real property are not 'taxable unless they 
vest title. 

11 1650. Art. 99. Abstracts of title.— Abstracts of title are 
not taxable. 

If 1651. Art. 100. Leases of real property. — Leases of real 
property are not subject to the tax. 

(Supplement No. io) 705 



11 1652. Art. 101. Conveyance by co-owners in considera- 
tion of capital stock. — A conveyance of real estate by co-owners 
to a corporation organized for convenience in handling the 
property, made in consideration of the issue to them of the 
corporation's capital stock, is subject to tax. 

ft 1653. Art. 102. Deeds by executor.— Deeds by an execu- 
tor to devisees, conveying specific parcels of real estate, de- 
vised to them in common, are not subject to tax unless a 
consideration passes between the devisees by reason of some 
of them taking a greater share in the real estate than that to 
which entitled under the will, in which event tax attaches to 
the deeds conveying such greater shares, and is calculated upon 
the amount of value of such consideration. 

ft 1654. Art. 103. Conveyance by corporation to owner of 
all the capital stock.— A conveyance of real estate by a corpora- 
tion without valuable consideration to an owner of all its capital 
stock in consequence of its dissolution is not subject to tax. 

ft 1655. Art. 104. Conveyance by mortgagor to mortgagee. — 
A conveyance by defaulting mortgagor to mortgagee in con- 
sideration of the cancellation of mortgage debt is subject to 
tax calculated on the amount of the mortgage debt plus unpaid 
accrued interest. 

ft 1656. Art. 105. Conveyances to trustee, or from trustee to 
cestui qui trust, without consideration. — Conveyances to a trus- 
tee without valuable consideration or from a trustee to a cestui 
qui trust without valuable consideration are not subject to tax. 

ft 1657. Art. 106. Conveyance to United States. — A conveyr 
ance of real estate sold to the United States Government is 
subject to tax. 

If 1658. Art. 107. Deed from one corporation to another 
owning capital stock of former in consideration of payment 
of debts.— A deed from a corporation, the entire capital stock 
of which is owned by another corporation, conveying real estate 
to. the latter in consideration of the payment by the grantee 
of all obligations of the grantor is subject to tax. 

ft 1659. Art. 108. Judgment or decree of State court trans- 
ferring title to real estate. — Judgment or decree of a State 
court operating to transfer title to real estate, is not taxable 
as a conveyance. 

. ft 1660.. Art 109. Taxes and assessments, when deductible. — 
Taxes and assessments which have become a lien on real estate 
by operation of statute and which are not paid at time of sale 
are deductible from the consideration in computing the stamp 
tax. 

ft 1661. Art. 110. Conveyance by corporation to an officer 
through third party.— Where an officer of a corporation pur- 
chases real estate from the corporation, conveyance being first 
made to a third party and as part of the same transaction, 
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the property is conveyed by the third party to the officer, the 
conveyance to the third party is subject to tax, while the 
conveyance from the third party is not subject to tax. 

CUSTOMHOUSE ENTRIES FOR CONSUMPTION OR 

WAREHOUSING 

If 1662. Art. 111. Customhouse entries by United States 
officials and representatives of foreign countries. — Customhouse 
entries made by United States officials traveling as such on 
Government funds are not taxable. Likewise entries made by 
all representatives of foreign countries in their official capacity 
are by comity exempt. 

WITHDRAWAL ENTRIES FROM CUSTOMS BONDED 

WAREHOUSES 

11 1663. Art. 112. Entries for withdrawal of goods or mer- 
chandise.— Entries for withdrawal of any goods or merchandise 
from customs bonded warehouses are subject to stamp tax. 

PASSAGE TICKETS 

[See Law, Section 1107, Schedule A10, page 364, Tax Book, 
Part II.] 

ff 1664. Art. 1 13. Passage tickets issued to Federal • and 
State officials, military and naval forces, and certain foreign 
representatives. — Passage tickets issued to United States Gov- 
ernment officials^ employees, military and naval. forces, as well 
as officials of States and their political subdivisions, traveling 
in the course of their duty as such on vessels operated by pri- 
vate parties or by any government are not taxable when the 
amount of the passage is paid for by the United States Govern- 
ment, State or political subdivision thereof. 

Ambassadors, ministers, and properly accredited diplomatic 
representatives of any foreign government to the United States 
are exempt from the payment of taxes on such passage tickets. 
All other foreign agencies not specifically mentioned above 
are subject to the tax as levied under this schedule. 

fl 1665. Art, 114. Passage tickets issued to private indi- 
viduals. — Passage tickets issued to private individuals traveling 
on vessels operated privately or by any government are taxable. 

H1666. Art. 115. Passage tickets to Porto Rico and Philip- 
pine Islands. — Passage tickets to Porto Rico or Philippine 
Islands are taxable. 

fl 1667. Art. 116. Passage tickets to Hawaii and Alaska.— 
Passage tickets issued to Hawaii and Alaska are not taxable. 

ff 1668, Art, 117. Prepaid orders for passage tickets. — Pre- 
paid orders for passage tickets are not subject to tax. 

fl 1669. Art. 118. Passage tickets issued on exchange orders 
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purchased in Canada or Mexico. — Passage tickets issued in the 
United States to ports not in the United States, Canada, or 
Mexico, on exchange orders purchased in Canada or Mexico, in 
connection with through transportation from points in Canada 
or Mexico, are subject to tax. 

fl,1670. Art. 119. Passage tickets to ports not in United 
States, Canada, or Mexico. — Passage tickets issued in the United 
States to ports not within the United States, Canada, or Mexico, 
on exchange orders, purchased other than in the United States, 
Canada, or Mexico, are subject to tax. 

ft 1671. Art. 120. Passage tickets sold in United States from 
ports not in United States, Canada, or Mexico, to ports not 
in said countries, not subject to tax, unless. — Passage tickets 
sold in the United States from ports not within the United 
States, Canada, or Mexico, to a port in the United States, 
Canada, or Mexico, are not subject to tax unless sold as part 
of a round trip or through ticket from a port in the United 
States, Canada, or Mexico. 

PROXIES 

[See Law, Section 1107, Schedule All, page 364, Tax Book, 
Part II.] 

ft 1672. Art. 121. Tax on proxies attaches to the instru- 
ment.— The stamp tax on proxies attaches to the instrument 
and is not measured by the number of grantors and grantees. 

ft 1673. Art. 122. Stamp may be affixed and canceled by 
either party to proxy. — The stamp may be affixed and canceled 
either by the party who executes the proxy or by the party to 
whom the proxy is given. 

ft 1674. Art. 123. Directors of corporations officers. — Di- 
rectors of a corporation are officers within the meaning of the 
clause imposing a tax on proxies for voting at the election 
for officers of an incorporated company. 

ft 1675. Art. 124. Proxies to vote stock of building and 
loan associations.* — Proxies for the purpose of voting the stock 
pf building and loan associations are taxable. 

ft 1676. Art. 125. Proxies executed and accepted before 
April 1, 1919. — Proxies executed and accepted before April 1, 
1919, are not taxable, even though used subsequent to that date, 
except such as are taxable under the act of October 3, 1917. 

ft 1677. Art. 126. Proxy to vote for officers and for other 
purposes. — A proxy for voting at any election for officers of a 
corporation and authorizing the proxy to act in such capacity 
upon all questions or matters presented at a stockholders' meet- 
ing, is subject to tax of 10 cents only. 

ft 1678. Art. 127. "Corporation" defined.— The term "cor- 
poration" includes associations, joint stock companies, and in- 
surance companies. 
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fl 1679. Art. 128. Proxies sent out by corporations may be 
stamped after execution and delivery.— Where proxies are sent 
out by a corporation to be executed and returned to the cor- 
poration or to the person named in the proxy, such proxies 
may be stamped after execution and delivery by the person 
receiving same as the agent of the person executing the proxy. 

POWERS OF ATTORNEY 

[See Law, Section 1107, Schedule A12, page 364, Tax Book, 
Part II.] 

ff 1680. Art. 129. Tax on power of attorney, when due. — The 
tax on a power of attorney is due when the instrument is 
executed and delivered. Delivery includes depositing instru- 
ment in the mails. 

f 1681. Art. 130. Tax attaches to the instrument. — Tax is 
imposed on the instrument itself, and is not measured by the 
number of persons joining therein. 

ft 1682. Art. 131. Resolution of board of directors authoriz- 
ing an officer of the corporation to sell, etc., stock or bonds, not 
taxed as power of attorney; otherwise in case of person not an 
officer. — Where a corporation, by resolution of its board of 
directors, has empowered an officer thereof to sell, assign, 
or transfer stock or bonds standing in the name of the cor- 
» poration, or to perform any act in the name of the corpora- 
tion, such authority is not taxable as a power of attorney for 
the reason that it is necessary for a corporation to perform 
its corporate acts through one of its officers. If, however, a 
person other than an officer of the corporation acting in his 
official capacity is given this authority, the power of .attorney so. 
granted is subject to stamp tax. 

fl 1683. Art. 132. Revenue stamp required on each instru- 
ment executed under general power of attorney granted to per- 
son not an officer of the corporation. — A general power of at- 
torney granted by a board of directors to a person, other 
than an officer of a corporation acting in his official capacity 
for the purpose of transacting business of the corporation, 
including making conveyances of land and acknowledging deeds, 
is considered specific authority for each such transaction, and 
a revenue stamp is required on each instrument executed under 
the power of attorney. 

1f 1684. Art. 133. Power of sale embodied in mortgage not 
taxable. — A power of sale embodied in a mortgage, authorizing 
and empowering a mortgagee himself, upon default, to make 
public sale of the property affected and to convey the title 
to the purchaser at such sale free from all rights or equity 
of redemption, thus avoiding the necessity of resorting to the 
courts for foreclosure, if not taxable. 

fl 1685. Art. 134. Powers of attorney contained in assign- 
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mettts of insurance policies. — Powers of attorney contained in 
assignments, absolute or as collateral security, of insurance 
policies are not subject to tax. 

^ 1686. Art. 135. Powers of attorney from corporations to 
resident agents. — Powers of attorney executed by corporations 
to resident agents authorizing the latter to accept service of 
process are taxable. 

1f 1687. Art. 136. Power of attorney to sell or transfer 
Government bonds. — A power of attorney to sell or transfer 
Government bonds is taxable. 

ff 1688. Art. 137. Powers of attorney contained in assign- 
ments, for valuable consideration, conferring no authority upon 
assignee not implied by the assignment, not taxable. — An assign- 
ment, for a valuable consideration, of debts, wages, mortgages, 
bonds, etc., ordinarily transfers to the assignee all the rights 
of the assignor and the remedies necessary for their enforce- 
ment, and the assignee acquires no further rights by the means 
of a power of attorney clause in the assignment than are con- 
veyed by the instrument itself, and such pro forma power of 
attorney is therefore not taxable. 

IT 1689. Art. 138. Authority to secretary of corporation to 
transfer stock on the books not taxable. — An instrument author- 
izing the secretary to transfer stock on the books of a corpora- 
tion is not taxable as a power of attorney, but an instrument 
appointing an attorney in fact to transfer stock on the bools 
of a corporation is taxable. 

fl 1690. Art. 139. Pro forma power of attorney to transfer 
bonds or stocks onJ books of corporation, printed on bond or 
stock certificate, not taxable. — The pro forma power of attorney 
to transfer bonds or stocks on the books of a corporation, 
embodied in the assignment printed on the back of the bond 
oi stock certificate, is not subject to tax. 

ff 1691. Art. 140. A warrant of attorney in a judgment note 
or promissory note authorizing confession of judgment. — The 

clause in a judgment note or a promissory note authorizing 
confession of judgment is not taxable as a power of attorney. 

ff 1692. Art. 141. Warrant of attorney in a lease. — A war- 
rant of attorney embodied in a lease is not taxable. 

fl 1693. Art. 142. Power of attorney mailed in United States 
to point abroad; power of attorney mailed abroad to party in 
United States. — A power of attorney executed and mailed within 
the United States to a foreign point is subject to tax, but a 
power executed in a foreign country and mailed there to an 
agent in the United States is not subject to tax. 

fl 1694. Art. 143. Power of attorney to sell, etc., shares of 
capital stock, taxable, unless. — A power of attorney to sell, 
assign, and transfer shares of capital stock is subject to tax 
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unless it is given in connection with a deposit of the stock 
as security for a loan. 

ff 1695. Art. 144. Power of attorney authorizing vendee of 
shares of stock to transfer same. — A power of attorney by 
which a person executing the instrument sells, assigns, and 
transfers shares of stock and appoints the vendee agent 1 '' for 
the transfer is not subject to tax. 

ff 1696. Art. 145. Copy of power of attorney, printed on 
form provided by Government and filed in executive depart- 
ment. — Where the original power of attorney has been properly 
stamped and a copy of it is printed on a card (Form 272) 
provided by the Government, and the card is filed in the execu- 
tive department of the Government or with a collector of 
internal revenue, such copy is not subject to tax. 

ff 1697. Art. 146. Power of attorney authorizing deputy to 
have access to safe.— A power of attorney authorizing a deputy 
to have access only to a safe or safety deposit box is not sub- 
ject to tax, but a power of attorney to have access and control 
over its contents is subject to tax. 

1f 1698. Art. 147. Power of attorney authorizing officer of 
Federal reserve bank to assign United States bonds deposited 
as security .—A power of. attorney executed by a bank, authoriz- 
ing a designated officer of a Federal reserve bank to assign 
United States bonds, deposited with the Federal reserve bank, 
and designed to protect it in event of default in payment of a 
loan is not taxable. 

fl 1699. Art. 148. Powers of attorney executed and deliv- 
ered before April 1, 1919. — Powers of attorney executed and 
delivered before April 1, 1919, are not taxable, even though 
used subsequent to that date, except such as are taxable. under 
the act of October 3, 1917. 

PLAYING CARDS 

[See Law, Section 1107, Schedule A13, page 364, Tax Book, 
Part II.] 

1f 1700. Art. 149. Person receiving for sale packages of 
playing cards opened and on which stamps are broken. — Where 
packages of playing cards are opened and the stamps thereon 
broken, any person afterwards receiving same for sale must 
pay tax and affix new stamps to the packages. 

PARCEL-POST PACKAGES 

[See Law, Section 1107, Schedule A14, page 364, Tax Book, 
Part II.] 

ff 1701. Art. 150. Shipments by Federal reserve banks. — 

Parcel-post shipments made by Federal reserve banks are 
exempt from taxation. 
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1(1702. Art. 151. Packages to or from. Hawaii or Alaska. — 
Parcel-post packages mailed to or from Hawaii and Alaska 
are taxable. 

fll703. Art. 152. Packages to or from Porto Rico, Philip- 
pine Islands, Canal Zone, and Virgin Islands. — Parcel-post 
packages mailed to or from Porto Rico, Philippine, Islands, 
Canal Zone, and the Virgin Islands are not taxable. 

fl 1704. Art. 153. Packages mailed from one point to another 
in Porto Rico.— Parcel-post packages mailed from one point in 
Porto Rico to another point in the same island are not taxable. 

ft 1705. Art. 154. Packages to United States naval vessels 
or United States Expeditionary Forces. — Parcel-post packages 
mailed to United States naval vessels in foreign waters or to 
United States Expeditionary Forces abroad are not taxable. 

1f 1706. Art. 155. Packages sent by a State or political 
subdivision thereof.— Parcel-post packages sent by a State, or 
political subdivision thereof, in the exercise of its governmental 
functions, are not subject to tax. To relieve a package from 
the payment of the tax, the postmaster at the point of mailing 
should, however, require satisfactory evidence that it is sent 
by an officer or employee of a State or subdivision of a State, 
in the discharge of such functions. 

FOREIGN INSURANCE POLICIES 

[See Law, Section 1107, Schedule A15, page 364, Tax Book, 
Part II.] 

fl 1707. Art. 156. Taxability governed by date of delivery. — 
Policies delivered on or after April 1, 1919, but effective prior 
thereto are subject to tax. Policies delivered prior to April 1, 
1919, but effective on or after April 1, 1919, are not subject 
to tax. 

MISCELLANEOUS 

j| 1708. Art. 157. Stamp affixed and canceled can not law- 
fully be removed and affixed to another instrument; refund. — 
A stamp affixed to an instrument and canceled can not lawfully 
be removed therefrom and affixed to another instrument re- 
quiring a stamp. Amounts paid for stamps used in excess, or 
on instruments not actually effective and for which a substi- 
tute is prepared and stamped, or on instruments not subject 
to tax may be refunded, upon claim properly presented to the 
collector. 

fl 1709. Art. 158. Both parties to taxable instrument liable. — 
Both parties to a taxable instrument are responsible to the 
Government for affixing and canceling stamps in the required 
amount. The law does not prohibit parties in interest from 
entering into an agreement as to which of them shall actually 
pay same. 
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If 1710. Art. 159. Stamp taxes under Revenue Act of 1917; 
present regulations generaly applicable. — As documentary stamp 
taxes under the War "Revenue Act of October 3, 1917, were 
very similar to those imposed under the Revenue Act of 1918, 
these regulations are generally applicable to all taxable docu- 
ments issued and delivered on and after December 1, 1917. 

TI 1711. Art. 160. Schedule A of Revenue Act of 1918 an 
extension of Schedule A of the Revenue Act of 1917.— The 
Revenue Act of 1918 simply supersedes and extends Schedule A, 
Title VIII, of the act of October 3, 1917, except in a few 
instances where the language of the present act slightly modi- 
fies or amends that of the former act. These slight changes 
will be readily noticeable by a comparison of the two acts. 
Schedule A15 of the Revenue Act of 1918, however, is entirely 
new. 

1f 1712. Art. 161. Former stamp-tax acts. — For still older 
acts of Congress requiring stamps to be affixed to certain writ- 
ten instruments, see act of July 1, 1862, Schedule B following 
Section 110 (12 Stat., 479); act of March 3, 1863, Section 6 (12 
Stat., 720); act of June 30, 1864, Section 151 (13 Stat., 291); acl 
of March 3, 1865, Section 1 (13 Stat., 469); act of July 13, 
1866 (14 Stat., 141); act of June 23, 1874, Section 1 (18 Stat., 
pt. 3, 250). The act of June 6, 1872, Section 36 (17 Stat., 256), 
provided for the repeal, on and after October 1, 1872, of stamp 
taxes on instruments; except the tax of 2 cents on bank checks, 
drafts* and orders, which was repealed by the act of March 3, 
1883 (22 Stat., 488). Taxes were imposed by the act of June 
13, 1898, on instruments and documents, under Schedule A 
thereof, and were repealed in part by the act of March 2, 1901, 
and wholly repealed by the War Revenue Repeal Act (act of 
April 12, 1902) (32 Stat., 96), taking effect July 1, 1902. Taxes 
were imposed by Schedule A of the act of October 22, 1914, 
upon certain instruments and documents, from December 1, 
1914, to December 31, 1915. These taxes were continued in 
force by the joint resolution of December 17, 1915, until De- 
cember 31, 1916, but were repealed by the act of September 8, 
L'16, as of that date. 

DENOMINATIONS OF DOCUMENTARY STAMPS 

1f 1713. Art. 162. Documentary stamps issued. — Under au- 
thority conferred upon the Commissioner of Internal Revenue 
in Section 1105 of said Act, the following adhesive stamps have 
been prepared: 

Documentary stamps, Schedule A: One cent, 2 cents, 3 cents, 
4 cents, 5 cents, 8 cents, 10 cents, 25 cents, 40 cents, 50 cents, 
80 cents, $1, $2, $3, $5, $10, $30, $60, $100, $500, $1,000. 

PURCHASE OF STAMPS 

111714. A;t. 163. Stamps, where purchased. — The above 
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stamps may be purchased from collector's and stamp deputy 
collectors of internal revenue. 

ff 1715. Art. 164. Assistant Treasurers of the United States, 
designated 'depositaries, and postmasters to be furnished 
stamps; bond required.— In addition, provision has been made 
in the act for the delivery of stamps by collectors without 
prepayment to any Assistant Treasurer of the United States, 
designated depositary of the United States, or postmaster, who 
may be required to give bond for the value of stamps so 
deposited. It is not mandatory upon the persons named to 
make the required bonds and secure the stamps. 

fl 1716. Art. 165. Stamps on articles manufactured in for- 
eign countries.— Stamps to be affixed to articles manufactured 
in a foreign country and imported into the United States may 
be purchased and forwarded to the place of manufacture and 
there affixed to the articles before the same are packed for 
importation. 

CANCELLATION OF DOCUMENTARY STAMPS 

If 1717. Art. 166. Cancellation of stamps. — In any and all 
cases where an adhesive stamp shall be used for denoting any 
tax imposed by Schedule .A of the Revenue Act of 1918, the 
person using or affixing the same shall write or stamp thereon, 
or cause to be written or stamped thereon, with ink, the initials 
of his name and the date (year, month and day) in which the 
same shall be attached or used; or shall, by cutting and cancel- 
ing said stamp with a machine or punch, which will affix the 
initials and date as aforesaid, so deface the stamp as to render 
genuineness from being readily determined. 

fl 1718. Art. 167. Additional cancellation required in case 
Of stamps of value of 10 cents or more. — In addition to the 
foregoing, stamps of the value of 10 cents or more shall have 
three parallel incisions made by some sharp instrument length- 
wise through the stamp after the stamp has been attached 
to the document; provided, this will not be required where 
stamps are canceled by perforation. 

STAMPS UNDER FORMER ACTS; POSTAGE STAMPS 

fl 1719. Art. 168. Documentary stamps only to be used. — 
Documentary stamps only must be used upon papers, docu- 
ments, and instruments subject to tax as provided in Schedule 
A, except as provided in Regulations 40, Revised 1919, relating 
to stamp taxes on issue and transfers of stock and sales of 
products for future delivery. 

fl 1720. Art. 169. Documentary stamps issued under act of 
October 22, 1914, and act of October 3, 1917. — Documentary 
revenue stamps issued under act of October 22, 1914, and under 
act of October 3, 1917, may be used to pay stamp taxes required 
by the Revenue Act of 1918. 
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H 1721. Art. 170. Ordinary postage stamps not to be used 
or internal-revenue taxes. — Ordinary postage stamps can not 
be used for the payment of any internal-revenue taxes. 

REDEMPTION OF STAMPS 

1f 1722. Art. 171. Stamps rendered useless.— Where docu- 
mentary stamps are rendered useless by gumming or sticking 
together in transit or otherwise without the fault of the pur- 
chaser, they may be exchanged by a collector for other stamps 
of exactly the same quantity and denomination. 

AFFIXING STAMPS 

ff 1723. Art. 172. Two or more stamps may be used, when. — 
Where a stamp of the proper denomination to pay the tax due 
on an article or document can not be procured, two or more 
stamps may be used. In such case as few stamps as possible 
should be attached and each stamp used should be canceled in 
the manner provided by regulation. 

DUTIES OF OFFICERS 

fl 1724. Art. 173. Revenue officers to make investigations. — 
It is the duty of revenue officers in canvassing tor taxes due to 
investigate as to violations of Title VIII of the act of Octo- 
ber 3, 1917, and Title XI of the act of February 24, 1919, and 
for this purpose they should visit all State, county, and munici- 
pal offices, also banks and trust companies, having to do with 
the issuance, handling, or recording of documents taxable under 
these Titles, as well as customs houses and customs bonded 
warehouses arid steamboat offices and agencies for such informa- 
tion as will lead to the detection of violators of said Titles. 

fl 1725. Art. 174. Revenue agents and collectors to report. — 
Revenue agents and collectors will report to this office all 
such violations, separate letter reports being made ih each case 
marked "Sales Tax Division," and where proper stamp tax has 
not been paid and requisite stamps affixed, the amount of tax 
due should be shown. 

fl 1726. Art. 175. Quarterly reports. — All cases so disposed 
of should be reported to this office quarterly on Form 8. Sep- 
arate letter reports need not be made in each instance report- 
ing post stamping, except in cases where prosecution is recom- 
mended or offer in compromise under Section 3229, R. S., is 
made. % 

H 1727. Art. 176. Stamp tax to be reported for assessment 
only where instruments can not be stamped. — Only in cases 
^ where instruments are no* longer in existence or can not pos- 

sibly be stamped will tax be reported for assessment, but in 
no case must a receipt, Form 1, be issued for a tax paid by a 
purchaser of documentary stamps (Sec. 3183, R. S.). 
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It 1728. Art. 177. Regulations covering tax on issue, sales* 
/and transfers of stock and sales of products. — See separate regu- 
lations (No. 40) relative to collection of tax on issue, sales, 
and transfers of stock and on sales of products for future 
delivery. [Not yet issued.] 

AUTHORITY FOR REGULATIONS 

fT 1729. Art. 178. Promulgation of regulations. — In pursuance 
of the statute the foregoing regulations are hereby made and 
promulgated, and all rulings inconsistent herewith are hereby 
revoked. 

DANIEL C. ROPER, 
Commissioner of Internal Revenue. 
Approved: June 11, 1919. 

CARTER GLASS, 

Secretary of the Treasury. 

1f 1730. Page 407. T. D. 2871. Procedure to be followed with 
respect to claims for refund or abatement. — (1) Claims for 
refund or for abatement, pertaining to tax returns which have 
not* at the time been posted to an assessment list, will be num- 
bered to agree with, attached to, and made a part of, the original 
return so that the total tax as posted on the assessment- list 
will be the admitted tax liability of the taxpayer. If a tax- 
payer submits an amended return as a claim either for refund 
or for abatement before the original return has been listed, 
such amended return will be numbered to agree with and 
attached to the original return in the same manner. Similarly, 
errors or omissions in returns discovered by the collector prior 
to the posting operate as an amendment to the amount of tax 
liability shown by the return. 

In other words, all amendments or changes either increas- 
ing or decreasing the amount of tax liability and whether orig- 
inated by the taxpayer or by the collector will be reflected 
on the face of the return itself and the posting to the assessment 
list will be of the correct amount. In this connection atten- 
ion is called to the provisions of Mim. 2124. 

.(2) Amended returns showing a reduced tax liability will 
not be acted upon by collectors if the original return has been 
previously entered on the assessment list. All claims pertain- 
ing to returns which have been listed for assessment must be 
submitted on Form 46, if the tax has been paid, or on Form 47, 
if the tax has not been paid. 

(3) The following classes of claims may be included on 
Form 751 (if for refund), or blanket Form 47 (if for abate 
ment). Separate sheets properly designated of Forms 751 or 
blanket Forms 47 must be prepared for returns on file in the 
Commissioner's office and those on file in the collector's office:' 
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(a) All claims for refund or abatement pertaining 
to Form 1040-A income returns for the calendar year 1918, 
or subsequent years. 

(b) Errors in computation. (These include only mis- 
takes in arithmetic.) 

(c) Errors in specific exemptions on income returns. 
(These include such items as failure to deduct exemptions 
for dependents; the $2,000 exemption for corporations, 
etc.) 

(d) Payments in excess of the total amount of tax 
due as shown by the return. (These include such cases 
as a remittance of $1,500 covering payment of a tax lia- 
bility of $1,300, etc.) 

(e) Amount previously paid on submission of a tenta- 
tive income return in excess of the total tax liability shown 
by the final return. 

(f) Duplicate payments or assessments. 

(g) All claims for refund on account of non-revenue 
remittances forwarded to the collector in error and de- 
posited by him. (These include such items as State or 
municipal taxes sent to the collector and deposited by him 
as "unidentified," etc.) 

(4) All claims for refund or abatement other than those 
enumerated above will be forwarded to the Commissioner for 
settlement. However, any claim may Jbe so forwarded whenever 
the collector does not feel absolutely certain of the law, regu- 
lations or precedent involved, or if his disbursing bond is in- 
sufficient to enable him to procure an advance on accountable 
warrant of the requisite amount of funds from which to make 
payment. 

(5) Before forwarding claims to the Commissioner for 
settlement certification must be made on the claim of the account 
number, the amount of tax originally due, the dates and amounts 
of all payments or other transactions affecting such amount, and 
the balance due as shown by the account on the list. All claims 
of this nature now on file in the collector's office and hereafter 
as received should be certified and forwarded immediately. 

(6) Claims submitted by taxpayers direct to the Commis- 
sioner will in future be referred to the collector for this certifi- 
cate as to the status of the account on the assessment list. 
Until so certified by the collector such claims will not be settled. 
When certifying claims for refund the collector will make a 
notation in the "Remarks" column of the date and amount of 
the refund claim but no record will be made on the tax journals 
unless a credit balance exists in the taxpayer's account. In this 
case, the amount of the claim as certified will be posted to the 
list and recorded on the journal in the same manner as though 

ayment were made by the collector. 

(7) In all cases where abatement claims are certified by the 
(Supplement No. 20) 717 



collector, notation will be made on the assessment list of the 
date on which the abatement claim was filed and the amount 
thereof, and on the daily journals, Form 769. (See paragraph 
49, Manual of Revenue Accounting.) 

(8) Blanket claims for abatement of uncollectible items 
JForm 53 may be filed by the collector as heretofore. . The same 
record will be made on the tax journal and on the assessment 
list as in cases where the taxpayers submit such claims (the only 
difference being that in the first instance the claim originates 
with the taxpayer instead of with the collector. 

(9) The last two sentences of Article 1036, Regulations 45 
(final edition) [ ff 922 of Supplement No. 11], are to be replaced 
by the following: 

"In certain cases of overpayment by taxpayers the collector 
may repay the excess after allowance by the Commissioner of 
a claim for refund made by th<j collector on Form 75». Th^ 
cases in which refund is made through collectors are covered by 
specific provisions not herein incorporated. The Commissioner 
has no authority to refund on equitable grounds penalties legally 
collected." 

(10) All existing regulations in conflict with the above^ are 
hereby revoked. [T.D. 2871, approved June 21, 1919.] 
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ft 1731. Old two-cent first-class postage rates restored. 

On and after Tuesday, July 1, 1919, the rate of postage on 
all mail matter of the first class shall be the same as the rate 
in force on October 2, 1917. (Sec. 1401, Revenue Act of 1918.) 

1fl732. Page 47. T. D. 2874.— Simulation of income tax 
receipts — Decision of court. 

1. Receipts to taxpayers — Duty to issue. 

The fact that Section 251 of the act of February 24, 1919, 
requires that full written or printed receipts be issued to tax- 
payers only on request therefor does not limit the collector's 
mandatory duty to issue them when requested and does not fail 
to make ,them documents required to be issued whenever re- 
quested, and the receipts are plainly documents required to be 
issued by such section. 

2. Same — Simulation or fraudulent execution. 

Such receipts are documents required by provisions of the 
internal revenue laws and by regulations made in pursuance 
thereof, within the meaning of Section 3451, R. S., making it 
an offense to simulate or falsely or fraudulently execute or 
sign any document required by the internal revenue laws, or 
any regulation made in pursuance thereof, or to procure the 
same to be falsely or fraudulently executed, or to advise, aid 
in, or connive at such execution thereof. 

3. Same — Blanks. 

The offense may be committed either where the receipt itself 
is a genuine receipt of the kind kept for that purpose in the 
office of the internal revenue collector, but signed by the de- 
fendant without authority, or where, even if not a blank of the 
kind required to be kept, the blank itself is simulated or falseiy 
or fraudulently executed and issued by a person who has no 
power or authority to do so. 

4. Same— Income tax receipts. 

"N Where defendant was charged with violating Section 3451, 
R. S., in that he falsely, fraudulently, etc., simulated and exe- 
cuted and advised, aided in, and connived at the execution of 
certain income tax receipts required by Section 251 of the act 
of February 24, 1919, to be given when requested, what defend- 
ant told the persons who paid the money is not material, nor 
is the question whether or not such persons were subject to 
the payment of an income tax, or to assessment and levy of 
such tax. [T. D. 2874, approved June 23, 1919.] 

fl 1733. (See U523.) Article 23, Regulations 45, is modified 
to read as follows: 

Art. 23. Bases of Computation. — (1) Approved standard 

* 
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method's of accounting- will ordinarily be regarded as clearly 
reflecting income. A method of accounting will not, however, 
be regarded as clearly reflecting income unless all items of gross 
income and all deductions are treated with reasonable con- 
sistency. See Section 200 of the statute for definitions of "paid," 
"paid or accrued/' and "paid or incurred." All items of gross 
income shall be included in the gross income for the taxable 
year in which they are received by the taxpayer, and deduc- 
tions taken accordingly, unless in order clearly to reflect income 
such amounts are to be properly accounted for as of a different 
period. For instance, in any case in which it ts necessary to use 
an inventory, no accounting in regard to purchases and sales uill 
correctly reflect income except an accrual method. See Section 
213 (a) of the statute. A taxpayer is deemed to have received 
items of gross income which have been credited to or set 
apart for him without restriction. See Article 53. On the 
other hand, appreciation in value of property is not even an 
accrual of income to a taxpayer prior to the realization of 
such appreciation through conversion of the property. [The 
above is the same as in Art. 23, except the sentence in italics 
has been added.] 

(2) For the taxable year 1918, the true income, computed 
under the Revenue Act of 1918 and — where the taxpayer keeps 
books of account — in accordance with the method of account- 
ing regularly employed in keeping such books, shall in all 
cases be entered in the return, even though this results in 
apparent omissions or duplications of particular items of income 
or expense. In the ordinary case such omissions and duplica- 
tions are more apparent than real, and are likely to counter- 
balance one another, so that the change in the basis of report- 
ing calls for no material adjustment. Where, however, the 
method previously employed by the taxpayer in determining 
his income subject to the tax is materially different from the 
method regularly used by the taxpayer in keeping his accounts, 
or where for any reason the basis of reporting income sub- 
ject to tax is changed, the taxpayer should attach to his return 
a separate statement, setting forth for the taxable year and 
for the . preceding year the classes of items differently treated 
under the two systems, specifying in particular all amounts du- 
plicated or entirely omitted as the result of such change. Where 
for example a taxpayer who, prior to 1918, has reported on 
the so-called receipts basis, is compelled under the above rule 
to report on the so-called accrual basis, he should include in 
the separate statement the following information: 

First, (a) expenses paid before the end of the. taxable year 
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1917 but not accrued at that date; (b) income accrued at the 
end of the taxable year 1917 but not received at that date; (c) 
expenses accrued at the end of the taxable year 1917 but not 
paid at that date; (d) income received before the end of the 
taxable year 1917 but not accrued at that date; and 

Second, similar items as of the end of the taxable year 1916. 

If in the opinion of the Commission such information indi- 
cates that the returns for any previous years did not reflect 
the true income, amended returns for such years will be required. 

(3) A taxpayer who changes the method of accounting em- 
ployed in keeping his books for the taxable year 1919 or there- 
after, shall before computing his income upon such new basis 
for purposes of taxation secure the consent of the Commis- 
sioner. \ Application for : permission to change the basis of the 
return shall be made .at, least . thirty days in advance of the 
date of filing return, and shall fye accompanied by, a statement 
specifying the classes of items differently treated under the 
two systems and specifying all amounts which wQuld be du- 
plicated or entirely omitted as a result of the proposed change. 
[See Art. 26, 1f526.]' * * 

(4) Bank discounts. — Banks which in the past have treated 
discount as income before it was actually earned, and during 
the taxable year 1918 have placed the discount account tifron 
an accrual, basis, will be required to submit the information 
called for in paragraph 2 above and submit ah amended rettfrii 
for the taxable year 1917, and will be permitted to submit tor 
the Commissioner may require) amended returns for all prior 
years during which the taxapayer was subject to tax. Addi- 
tional taxes for prior years found to be due upon such re- 
examination will be paid upon the basis of the amended returns 
in the ordinary way. Where it appears that prior taxes have 
been paid in excess of the amount properly due, such excess 
will to the extent possible be credited against future income 
and profits taxes under the provisions of Section 252 of the 
Revenue Act of 1918. [T. D. 2873, approved June 24, 1919.] 

The effect of this modification is to require more specific 
information when the basis of computation of income for the 
taxable year is different from the basis used for the preceding 
taxable year. Under this change the true income, without any 
adjustments because of items omitted or included in the pre- 
vious^ return as required previously, shall be entered on the 
■ .return. % . . v . , 

.Banks who have changed during the taxable year 1918 
from a "cash" to an "earned* basis of treating discounts are 
required to submit returns for the taxable year 1917. 
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Relating to the 

TAX ON ADMISSIONS 

[See Law, Sec. 800, page 337, Tax Book, Part II, and pages 

765 to 794 of the Tax Book.] 

1f 1734. Art. 1. [Summary of Tax on Admissions. See pages 

766 to 768 of the Tax Book.] 

IMPOSITION OF TAX 

ADMISSIONS WITHIN TIME SCOPE OF REVENUE 

ACT OF 1918 

ff 1735. Art. 2. Taxes on admissions. — Every payment, no 
matter when it is made, for an admission which is to occur 
on or after April 1, 1919, is within the time scope of the Revenue 
Act of 1918, and its taxability is, therefore, determined by the 
provisions, including the exemption provisions (see Articles 
32-47), of that Act. This is true not only of admissions at the 
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established or a higher price (see Article 4), but also of re- 
duced-rate admissions (see Articles 18 and 23), of leases of 
boxes or seats (see Article 25), and of admissions to roof gar- 
dens, cabarets, or similar entertainments (see Article 27), for 
though the phrase "on or after such date" is actually expressed, 
in Section 800 (a), only in paragraph (1), nevertheless it is 
clearly implied in paragraphs (2), (5), and (6). So also every 
free admission (see Article 24) occurring on or after April 1, 
1919, even if it occurs by virtue of a ticket, pass, or other card 
of admission, issued prior to April 1, 1919, is within the time 
scope of the Revenue Act of 1918, and its taxability is, there- 
fore, determined by the provisions, including the exemption 
provisions (see Article 32-47), of that Act. 

ft 1736. Art. 3. Taxes on charges in excess of established 
price.— Every amount, no matter when it is paid, which is 
charged, in excess of the established price, for a ticket or card 
of admission, to any opera house, theater, or other place of 
amusement (see Articles 29-31), which entitles a person to ad- 
mission on or after April 1, 1919, is within the time scope of 
the Revenue Act of 1918, and its taxability is, therefore, deter- 
mined by the provisions, including the exemption provisions 
(see Articles 32-47), of that Act. For, though the phrase "on 
or after such date" is actually expressed, in Section 800 (aj. 
only in paragraph (1), nevertheless it is clearly implied in para- 
graphs (3) and (4). 

ff 1737. Art. 4. Basis, rate, and computation of tax.— Any 
amount paid for admission to any place, at the established 
price of such admission or a higher price, is subject under 
these provisions of the Act to a tax of 1 cent for each 10 cents 
or fraction thereof the amount so paid. This tax (unlike the 
tax considered in Article 24) applies to the payment for admis- 
sion, not to the admission itself, and so as soon as the payment 
for admission is made, the tax applies irrespective of whether 
or not the admission itself ever takes place. The tax applies 
however small the established price of such admission may be, 
for the Act sets no minimum limit to its 'application, in this 
respect differing from the Revenue Act of 1917. The tax ap- 
plies to each admission separately, and, therefore, if two or 
more admissions are paid for at once, whether for the same 
occasion or for different occasions by means of a season ticket, 
or subscription, or otherwise, the total tax is determined by 
computing separately at the above rate the tax on each admis- ^^^ 
sion, and by then adding together the taxes so obtained. In j^Htff 
other words, the tax for ten similar admissions will always ^^r^ 
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be ten times the tax for each of the single admissions. The 
tax applies to the whole amount paid for any admissions, and, 
therefore, if an admission is paid for in installments, the bal- 
ance of tax due upon the payment 1 of each installment after 
the first will not be based on the payment of that installment, 
but will be determined by computing the tax due on the total 
amount of all installments paid to date and deducting the 
amount of tax already paid. Where a ticket is purchased at 
the established or a higher price, and then sold at an increase 
of price, the balance of admission tax due is determined in like 
manner. 

1f 1738. Art. 5. Meaning of "to any place.*'— The tax under 
these provisions of the Act is on "the amount paid for admis- 
sion to any place." "Place" is a word of very broad meaning, 
and it is not defined or otherwise limited by the Act. But the 
basic idea it conveys is that of a definite location. The phrase, 
therefore, "to any place" does not narrow the meaning of the 
word "admission," except to the extent that it implies that 
the admission is to a definite location on or beneath the 
surface of he earth, or to a structure whose location with rela- 
tion to the earth is definitely fixed, at least temporarily. Places 
of amusement obviously constitute the most important class 
of places admission to which is subject to this tax. 

Examples. — (1) Each of the following is a "place" within the 
meaning of the Act: 

(a) An outdoor amusement park, and such attractions 
therein as a scenic railway, a merry-go-round, a roller 
coaster, a Ferris wheel, a toboggan slide, a bump-the-bumps, 
a whip, a dip-the-dips, a speed-o-plane, a hilarity hall, and 
a dance hall. (Under the Revenue Act of 1917 "outdoor 
general amusement parks," and also such attractions therein 
as did not charge over 10 cents admission, were expressly 
exempted from the Tax on Admissions, but there is no such 
exemption under the Revenue Act of 1918.) 

(b) An observation tower on top of a high building. 

(c) A grandstand built on private property for the pur- 
pose of viewing a parade passing in the public street or a 
baseball game in an adjoining baseball park. 

(d) A cave. 



l Provided that the admission is not had nor any ticket delivered until 
the payment of the final installment. If such admission is had or a ticket 
delivered at any time before the payment of the final installment of the 
price of the ticket, the balance of tax is payable upon such admission or 
delivery of ticket. 
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(e) A space inclosed by a bathing establishment in which 
are seats from which to watch the bathing along the beach. 
(f) A floating theater operating along a river, anchored 
or moored for each performance. 

(2) None of the following is a "place" within the meaning 
of the Act: 

(a) A railway car (unless rendered stationary by side- 
tracking or removal from track). 

(b) A street car (unless rendered stationary by side- 
tracking or removal from track). 

(c) A steamboat (unless anchored or moored). 

(d) A sight-seeing automobile. 

(e) A railroad train or a boat following the course of 
a boat race. 

1f 1739. Art 6. Meaning of "admission" — Owner or lessee of 
place. — The tax is on "the amount paid for admission to any 
place." "Admission" primarily means, of course, being allowed 
to enter by some one. There is no "admission" involved, there- 
fore, where the person entering is himself the sole or a joint 
owner or lessee of the place. He has a right to enter without 
being admitted by anyone. 1 

1f 1740. Art. 7. Meaning of "admission" — Clubhouse or 
grounds. — Another application of the principle stated in Article C 
is where the members of a club, by reason of their member- 
ship, have the right to enter at will into the clubhouse or 
grounds, and the club has an entertainment or exhibition at 
such clubhouse or grounds and recognizes the right of its mem- 
bers to enter by making no charge to them. In such a case 
the entering of a member of the club into the place where 
the entertainment or exhibition is given is not an admission 
within the meaning of the Act, because such member has the 
right to enter there by reason of membership in the club. 
(See also Articles 11 and 14.) 

ff 1741. Art. 8. Meaning of "amount paid for admission" — 
Seats, tables, etc. — The tax is on "the amount paid for admis- 
sion to any place." "Admission" primarily means being allowed 
to enter. But the Act expressly provides that it shall also 
include being allowed to use "seats and tables, reserved or 
otherwise, and other similar accommodations." A charge for 
their use, therefore, in any place, must be treated as a charge 
for admission to that place, subject to the taxes imposed by 
Section 800 (a), and not as a rental charge, which (see Article 

l Co-operative parties, see Article 11; lease of box or seat, see Article 25. 
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10) would escape those taxes. So an amount paid for the 
right to use a reserved seat in a theater or circus, a table in a 
roof garden, or the like, is equally taxable with a charge for 
being allowed to enter the place itself. This is true whether 
the charge made for the use of the seat, table, or similar accom- 
modation is combined with an admission charge proper to form 
a single charge, or is separate and distinct from an admission 
charge, or is itself the sole charge. 

U 1742. Art. 9. Meaning of "amount paid for admission" — ' 
Charge for additional time. — The tax is on "the amount paid 
for admission to any place." "Admission" primarily means being 
allowed to enter. But where the original admission gives the 
right to remain in a place, or to use a seat, table, or other simi- 
lar accommodation for only a limited time, and an amount 
is paid for the same right for an additional time, this amount 
is clearly an "amount paid for admission" within the meaning 
of the Act. 

U 1743. Art. 10. Meaning of "amount paid for admission" — 
Rental or services. — The tax is on "the amount paid for admis- 
sion to any place." So, where a charge made, though imposed 
on a person admitted to a place, is not in fact or name a 
charge for admission, but is for the rental of real or personal 
property 1 or for personal services 2 the tax does not apply. If 
a charge imposed on a person admitted to a place is called 
a charge for admission, it will be considered to be wholly for 
admission and not in any part for rental or services. To be 
considered a charge for rental or services it must be called 
such. But merely calling it such does not necessarily deter- 
mine its character as a charge for rental or services. Other 
conditions must be satisfied. These conditions are embodied 
in the following table and paragraph, which should be used to 
determine the true character of a charge so imposed which 
is called a charge for rental or services. 




1 These terms are used here as not including "seats and tables * * * 
and other similar accommodations." (See Article 8.) 

2 The so-called services of a ticket broker, in procuring and selling an 
admission ticket, in so far as they can be considered services at all, are 
properly included within the meaning of "admission" and are not "services" 
within the meaning of this article. 

(Supplement No. 21) 729 



DETERMINATION OF TRUE CHARACTER OF A 

CHARGE CALLED A CHARGE FOR 

RENTAL OR SERVICES 

A. Where There is a Single Undivided Charge 
A single undivided charge, imposed on a person admitted to a place. 



* 



Which is 
called— 



A charge for 
rental or 
services. 

(Or called by 
a name that 
clearly im- 
plies that 
kind of a 
charge.) 



In case- 



Such rental or services are in- 
volved and the charge is not 
clearly unreasonable for such 
rental or services 

and 

1. Other persons who 
do not desire to 
and do not rent 
the property or 
avail themselves 
of the services 
are either 



Admitted 
free or 
Not 

admitted 
at all. 



2. Other persons who do not 
desire to and do not rent the 
property or avail themselves 
of the services pay a lesser 
charge. 

3. * It (or an equal charge) is 
imposed irrespective of wheth- 
er or not the person desires 
to or does rent the property 
or avail himself of the ser- 
vices. 

4. There is no such rental or 
services really involved, or 
the charge is clearly un- 
reasonable for the rental or 
services involved. 



Within the meaning of th< 
Act, is paid for— 



> Rental or services, as the 
case may be. 



Admission, to the extent of 
that lesser charge — the 
balance is considered to 
be paid for rental or serv- 
ices, as the case may be. 

Admission. 



Admission. 



B. Where There are Separate and Distinct Charges 

In cases where there is a charge (whether called an admis- 
sion charge or not) generally applicable to persons admitted to 
a place, and also one or more additional charges called charges 
for rental or services, as the case may be, and these respective 
additional charges are only imposed on such persons who desire 
to and do rent the property or avail themselves of the services; 
then, unless the comparative amounts of these charges are 
clearly unreasonable, only the amount paid for the generally 
applicable charge is "paid for admission" within the meaning 
of the Act. 



4 
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ft 1744. Art. 11. Meaning of "amount paid for admission" — 
Co-operative parties. — An application of the principle stated in 
Article 10 is where a group or organization of people co-operate 
in giving a dance or other entertainment to themselves, sharing 
the expense among themselves. In such a case, as the amount 
paid by each is for his share of the services and rental con- 
stituting the expense, it can not properly be considered as paid 
for admission and is, therefore, not taxable as such. The mere 
fact that a limited number of persons, outside of the group or 
organization, are invited to attend as free guests or that the 
individual share of the expense is fixed at an even figure, will^ 
not make the tax apply if the affair is truly a co-operative party 
of the above character. But if any tickets are used or if any 
guests are required or allowed to pay or if any profit is sought 
or divided, then any amounts paid by the organizers or guests 
can not be considered as a payment of a share of the bills for' 
services and rental constituting the expense, but are clearly 
amounts "paid, for admission," subject to the provisions of the 
Act. 

1f 1745. Art. 12. Meaning of "amount paid for admission" — 
Rental of entire place. — Another application of the principle 
stated in Article 10 is where a person or organization acquires 
the sole right to use any place or the right to dispose of all the 
admissions to any place for one or more occasions. Such a 
transaction, whether in name a rental or not, is in substance a 
rental of the entire place and of the attraction, if any, and the 
Tax on Admissions does not apply to it. (But when such person 
or organization disposes of admissions to the place it occupies 
the position ordinarily occupied by the proprietor of the place. 
See Article 64.) 

ff 1746. Art. 13. Meaning of "amount paid for admission" — 
Purchase of property.— The tax is on "the amount paid for 
admission to any place." In some cases entrance to a place is 
granted only to such persons as have made a purchase of 
property of some sort, which must be exhibited to secure admis- 
sion,, but which is not taken from the holder on his admission. 
In such a case, unless the sale appears, by reason of the undesir- 
ability or lack of value of the article, to be a mere subterfuge, 
the amount paid for such article is not an "amount paid for 
admission" within the meaning of the Act. 

fl 1747. Art. 14. Meaning of "amount paid for admission" — 
Memberships. — The tax'is on "the amount paid for admission 
to any place/' It is clear that an amount paid to become 
regularly entitled to the privileges of a club or other organize 
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tion, as member or otherwise, is not an "amount paid for ad mis- ^^*A 
sion," even though one of the privileges be the right to enter ^^^ 
a clubhouse, club grounds, gymnasium, swimming pool, or the 
like. But where the chief or sole privilege of a so-called mem- 
bership is a right of admission to certain particular performances 
or to some place on a definite number of occasions (as con- 
trasted with a more or less unlimited right to enter a clubhouse 
or other place as many times as desired during a year or some 
other period), then the amount paid for such so-called mem- 
bership is an "amount paid for admission" within the meaning 
of the Act. A tax is levied under certain circumstances on 
amounts paid as initiation fees or as dues or membership fees 
to certain classes of clubs or organizations, and also upon life 
members of such clubs, by section 801 of tfye Revenue Act of 
1918. For this tax, called the "Tax on Dues," see Part 2 of these 
Regulations, under separate cover. [Reprinted in Supplement 
No. 12.] 

ft 1748. Art. 15. Meaning of "amount paid for admission" — 
Contributions. — The tax is on "the amount paid for admission 
to any place." "Amount .paid for admission" means amount 
necessarily paid because required for admission. In other words, 
an amount not required for admission but given voluntarily, 
before or after admission, is not taxable. 

fl 1749. Art. 16. Meaning of "amount paid." — The tax is on 
"the amount paid for admission to any place." This amount will, 
of course, ordinarily be paid in the form of money. Services 
rendered, advertising space furnished, or property supplied in 
exchange for admission must be considered, however, as an 
"amount paid for admission" within the meaning of the Act. 
In any such case payment for the admission will be deemed to 
be made at the time of the delivery of a ticket or card of 
admission (whether such ticket or card directly entitles the 
holder to admission or merely entitles him to secure another 
ticket or card which does), or in case no ticket or card is used 
(see Article 48), then at the time of the admission itself. See 
Article 57. Where services, advertising space, or property is 
used, in whole or in part, instead of money, in paying for 
admission, the payment will be deemed to be a payment at 
the established price of such admission (see Article 17), unless 
it clearly appears that the full value of that price has not been 
paid. 

1M750, Art. 17. Meaning of "established price of an admis- 
sion." — By the "established price of an admission" on any occa- 
sion is meant the full-rate price ffoed, by the person controlling 
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such price, at the beginning of the first sale or distribution of 
tickets valid on that occasion or (if no tickets are used) at the 
time of opening the doors for admission on that occasion, as 
the price to be charged for that admission or an admission to 
a similar accommodation on that occasion. The person in con- 
trol has, of course, the power to fix the price to be actually 
charged for admission. He has, therefore, the power to deter- 
mine the established price. But as established price is a matter 
of substance, not of name, the mere fact that he calls a price 
the "established price" does not make it such. Nor is the price 
he decides to charge for a particular admission necessarily the 
established price for that admission. If he arbitrarily sets 
different prices on admissions, under similar circumstances, to 
accommodations in all substantial respects similar, these different 
prices will not be the established prices of the respective 
admissions for which they are charged, but the highest price 
among them will be the established price of all such admissions. 
The established price of admission can, of course, be uniform 
or can vary in accordance with the accommodations to which 
admission is granted, increasing from the price of a mere 
general admission through the various grades of accommoda- 
tions up to the best accommodations. Any scale of prices, 
apparently adopted in good faith, in which the prices increase 
regularly with the increase of accommodation, will be con 
sidered to show the true established prices of admission to 
such respective accommodations; but the variation of prices 
must be regular and based on a real difference of accommoda- 
tion and not merely arbitrary. In such a scale general admis- 
sion or admission to any number of adjoining grades of the 
poorest accommodations can have an established price of $0.00. 
Moreover, in cases where there is a single uniform established 
price of admission it can be $0.00. The established price of an 
admission need not be the same for different attractions or 
even for different performances of the same attraction; but 
when tickets have once been put on sale, or free distribution 
of them has commenced, or (if no tickets are used) when the. 
doors have once been opened, for a particular performance, the 
price of admission for every accommodation at that perform- 
ance has been established. Established prices of admission once 
so adopted are not affected in the slightest by the mere sale 
of admissions at prices different from the ones so established. 
Nor can established prices once so adopted for any occasion 
be increased in any way whatsoever for that occasion. They 
can be reduced, however, but only by complying with the fol- 
lowing conditions: (1) Any reduction of established price must 
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include all admissions of that particular established price and 
must grant an equal reduction in the case of each; (2) such 
reduction must not result in setting a lower price on admission 
to certain accommodations than is charged on that occasion 
under similar circumstances for admission to accommodations 
which are in all substantial respects similar; (3) public notice 
must be promptly given of the reduction and of the fact that 
every person having paid for admission at the former estab- 
lished price can secure a refund, at any reasonable time, of the 
amount he paid in excess of the new established price; and (4) 
such refunds must be actually made promptly on request. The 
established price of admission under similar circumstances to 
similar accommodations is the same for all persons. The mere 
status as to sex or the like of the purchaser or user of an 
admission, even though favored by the seller of the admission 
and privileged under the Act, can not affect the established price 
of that admission. In other words, where an admission is 
granted free or at a reduced rate (for example, to a child) the 
established price of the admission is not the reduced-rate or 
free price but the full-rate price charged other persons for the 
simt or similar accommodations. 

REDUCED-RATE OR FREE ADMISSIONS OF 

EMPLOYEES, MUNICIPAL OFFICERS, SOLDIERS OR 

SAILORS, OR CHILDREN UNDER TWELVE 

IT 1751. Art. 18. Basis, rate, and computation of tax — 
Reduced-rate admissions. — Any amount paid for the admission 
to any place of a bona fide employee, municipal officer on official 
business, person 7 in the military or naval forces of the United 
States when in uniform, or child under 12 years of age, at a 
price less than the established price of such admission, is subject 
under the same provisions (section 800 (a) (1) of the Act) 
already considered to a tax of 1 cent for each 10 cents or frac- 
tion thereof of the amount so paid. This tax (unlike the tax" 
considered in Article 24) applies to the payment for admission, 
not to the admission itself, and so as soon as the payment for 
admission is made the tax applies irrespective of whether or 
not the admission itself ever takes place. The tax applies, how- 
ever small the amount paid may be, for the Act sets no minimum 
limit to its application, in this respect differing from the Revenue 
Act of 1917. The tax applies to each admission separately and, 
therefore, if two or more admissions are paid for at once, 
whether for the same occasion or for different occasions by 
means of a season ticket, or subscription, or otherwise, the total 
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tax is determined by computing separately at the above rate the 
tax on each admission and by then adding together the taxes 
so obtained. In other words, the tax for ten similar admissions 
will always be ten times the tax for each of the single admis- 
sions. The tax applies to the whole amount paid for any 
admission and, therefore, if an admission is paid for in install- 
ments the balance of tax due upon the payment of each install 
ment after the first will not be based on the amount of that 
installment, but will be determined by computing the tax due 
on the total amount of all installments paid to date and deduct- 
ing the amount of tax already paid. Where a ticket is purchased 
by a member of one of the above favored classes and then is 
sold at an increase of price, the balance of admission tax due 
is determined in like manner. 

ff 1752. Art. 19. Basis and rate of tax — Free admissions. — 
Where a bona fide employee, municipal officer on official busi- 
ness, person in the military or naval forces of the United States 
when in uniform, or child under 12 years of age is admitted 
free to any place, no tax is imposed by the Act, for the applic- 
able provisions (section 800 (a) (1) as before) imposes the tax 
on the "amount gaid," and as there is no amount paid there 
is no tax. 

fl 1753. Art. 20. Marking of reduced-rate tickets of em- 
ployees, etc. — Where no ticket or other evidence of the right 
to admission is used (see Article 48) the question whether or 
not an amount paid for admission at a reduced rate is paid 
for the admission of a person in one of the .favored classes 
mentioned in Article 18, or whether or not any person being 
admitted free is a person in one of such classes, is answered 
by determining the status of the person being admitted. But 
where a ticket or other evidence of the right to admission is 
used it naturally can not be determined when this ticket is sold 
who is to make use of it. Therefore no amount paid for a 
ticket or other evidence of the right to admission can be deemed 
an amount paid for the admission of a person in one of such 
favored classes unless the ticket is clearly marked in such a 
way as to be good only for the admission of a person who is 
a member of that particular class or a member of one of any 
selected number of such favored classes. 

If 1754. Art. 21. Meaning of "bona fide employees.'*— The 
term "bona fide employees" includes: (1) Every person regu- 
larly employed by the proprietor of the place or the attraction 
(including the officers and directors of a corporate proprietor; 
in connection with the business there transacted, whether the 
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duties of such person require admission to such place or not; 
(2) every person regularly employed at the place, or regularly 
engaged in work or business there, with the consent of the 
proprietor of the place or the attraction; and (3) every person 
whose admission to the place is required for the performance 
of a duty to the proprietor of the place or the attraction or to 
some other person who, with the proprietor's consent, is engaged 
in work or business or is in attendance there. Persons included 
within either class 1 or class 2 have the character of "bona 
fide employees" at all times, whether on or off duty. Persons 
not included within class 1 or class 2 but only within class 3 
have the character of "bona fide employees" only when in per- 
formance of a duty which requires admission. The fact that 
a person is not being paid for the services rendered does not 
necessarily exclude him from any of the above classes. 

ft 1755. Art. 22. Municipal officers, and soldiers and sailors. 
— The term "municipal officers on official business" includes 
policemen, firemen, and other municipal officers or employees 
when admitted in the course of official duty. Such admittance, 
however, must be one that is really necessary in order to per- 
form that official duty. The term "persons in the military or 
naval forces of the United States when in uniform" does not 
include persons formerly but no longer members of such forces. 

REDUCED-RATE OR FREE ADMISSIONS OF OTHER 

PERSONS 

ft 1756. Art. 23. Basis, rate, and computation of tax— 
Reduced-rate admissions. — Any amount paid for the admission 
to any place of any person (other than a bona fide employee, 
municipal officer on official business, person in the military Or^ 
naval forces of the United States when in uniform, or child 
under 12 years of age), at a price less than the established 
price of such admission, is subject under these provisions of 
the Act to a tax of 1 cent for each 10 cents or fraction thereoi 
of the established price of such admission. In other words 
where a person not in one of the above classes pays for admis 
sion an amount less than the established price of such admis- 
sion he must pay the same tax as if he paid for such admission 
the full established price. This tax (unlike the tax considered 
in Article 24) applies to the payment for admission, not to the 
admission itself, and so as soon as the payment for admission 
is made the tax applies irrespective of whether or not the 
admission itself ever takes place. The tax applies however small 
the amount paid or the established price of such admission 
may be, for the Act sets no minimum limit to its application, 
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ill this respect differing from the Revenue Act of 1917. The 
tax applies to each admission separately, and, therefore, if two 
or more admissions are paid for at once, whether for the same 
occasion or for different occasions by means of a season ticket, 
or subscription, or otherwise, the total tax is determined by 
computing separately at the above rate the tax on each admis- 
sion, and by then adding together the taxes so obtained. In 
other words, the tax for ten similar admissions will always 
be ten tihies the tax for each of the single admissions. Where 
ticket is sold for less than the established price to any person 
not in one of the favored classes mentioned above and is then 
resold for the established price of admission or less no further 
admission tax is due, but if it is resold for more than the 
established price there will be a balance of admission tax due 
under the provisions of Article 4. • 

jf 1757. Art. 24. Basis, rate, and computation of tax — Free 
admissions.— -Where any person (other than a bona fide em- 
ployee, municipal officer on official business, person in the 
military or naval forces of the United States when in uniform, 
or child under 12 years of age) is admitted to any place free, 
such free admission is subject under these provisions of the 
Act to a tax of 1 cent for each 10 cents or fraction thereof 
of the established price of such admission. In other words a 
free admission granted to a person not in one of the above 
classes is taxable at the same rate as a payment at the estab- 
lished price for such an admission. Note that in the case of 
an admission at the established price or a reduced rate the tax 
applies on the payment while in the case of a free admission 
the tax applies on the admission. The tax must be paid on- 
the free receipt of a ticket or card directly entitling to admis- 
sion. But as the tax is based on the admission, in case no 
admission actually occurs the tax liability is defeated, and there 
is therefore a right to a refund of any tax paid on such ticket 
or card. Where a ticket is issued free to any person not in 
one of the favored classes mentioned above and is then sold 
for the established price of admission or less, no further admis- 
sion tax is due, but if it is resold for more than the establishes 
price there will be a balance of admission tax due under the 
provisions of Article 4. 

LEASES OF BOXES OR SEATS 

ff 1758. Art. 25. Basis, rate, and computation of tax. — In the 
case of a person having the permanent use or a lease for the 
use of a box or a seat in any opera house or other place of 
amusement, neither the tax imposed by section 800 (a) (1) of 
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the Act on "the amount paid for admission to any place 1 ," nor ^^^ j 
that imposed by section 800 (a) (2) apply. Instead, the above ^HK 
provisions of the Act impose a tax on the right to the use ^F y 
of the box or seat equivalent to 10 per cent of the total amount 
that would be realized by the sale, at the established price, 
of the right to occupy a similar box or seat for each perform- 
ance or exhibition during the period for which such box or seat 
is reserved for the lessee or holder. In other words, the tax- 
is based not on the amount, if any, actually paid for the box 
or seat, but on the amount that would be paid, at the established 
price, for admission and the use of similar accommodations 2 — 
not on the actual use of the box or seat but on the most 
extensive possible use. In the case of a box, if there is no box 
of similar size, the tax for each performance or exhibition is 
to be computed by calculating on the above basis the tax , 

payable on a single box seat in the same part of the house 
and multiplying that amount by the number of seats in the 
box. If there is no box occupying a similar position the tax 
for each performance or exhibition is to be computed by cal 
culating, on the above basis, the tax payable on a single seat 
in the same part of the house and multiplying fjiat amount by the 
number of seats in the box. 

1f 1759. Art. 26. Meaning of "lease."— This tax, as stated 
in Article 25, applies to cases where a person has the permanent 
use, or a lease for the use, of a box or seat in any opera house 
or other place of amusement. The only term here used thai 
seems to need definition is the term "lease." To constitute a 
lease of a box or seat within the meaning of these provisions 
. of the Act a formal document of lease is, of course, not neces- 
sary. Any reservation of a box or seat for every performance 
or exhibition to be given during any period of time of a week 
or more, in an opera house or other place of amusement, as 
a part of a regular series of performances or exhibitions given 
by the owners or lessees of that opera house or other place 
of amusement, is clearly a "lease" within the meaning of the 
Act. Where, however, a series of concerts or other entertain i 

ments are held in a place not owned or regularly leased, but . 
only rented on occasion, by the management of the series, a i 

subscription for, or any reservation of, a box or seat for al! 



1 As this tax is not imposed on "the amount paid for' admission to any 
place," the provisions of Articles 5-16, which define the meaning of that 
expression, have no application here. 

2 There are no favored classes under this tax as there are under the tax 
imposed by section 800 (a) "(1). (See Articles 18-19.) This tax is the same 
in the case of all classes of uersons, whether the full rate be paid, or a 
reduced rate, or nothing at »U, 
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of the performances in such a series is not a "lease" within the 
meaning of the Act. 

ROOF GARDENS, CABARETS, OR SIMILAR 

ENTERTAINMENTS 

fl 1760. Art. 27. Basis, rate, and computation of itax.~ 
Where the amount paid for admission to any public perform 
ance for profit at any roof garden, cabaret, or other similar 
entertainment is concealed by being wholly or in part included 
in the amount paid for refreshment, service, or merchandise, 
the above provisions of the Act impose a tax of \ l / 2 cents for 
each 50 cents or fraction thereof of the total amount there 
expended for refreshment, service, or merchandise, by any 
person attending such performance or entertainment. The tax 
must be calculated at this rate, and on the basis of each per- 
son's bill. It is not a tax of 3 per cent, nor a tax on the 
gross receipts of the place. In cases where a fixed charge is 
made for admission the proceeds of which more than cover 
the cost of the performance or entertainment, and there is no 
increase in the charges for refreshment, service, or merchandise, 
on account of such cost, th tax imposed by section 800 (a) (1) 
and (2) of the Act applies and the above provisions do not 
apply. But, unless these requirements are satisfied, a charge 
made for "admission" to such a performance or entertainment 
(although it will be subject to a tax as an admjssion charge) 
will not represent the full amount charged for admission and, 
therefore, as part of such amount is concealed in the amount 
expended for refreshment, service and merchandise, a tax will 
be imposed by the above provisions of the Act on the amount 
so expended. 

1f 1761. Art. 28. Entertainments included. — "Any public 
performance for profit at any roof garden, cabaret, or other 
similar entertainment" includes every public vaudeville or other 
performance or diversion in the way of acting .singing, declama- 
tion, or dancing, either with or without instrumental or other 
music, conducted, for the profit of the management, by pro- 
fessionals, amateurs, or patrons under the auspices of the man- 
agement, in connection with the service of selling of food or 
other refreshment or merchandise at any room in any hotel, 
restaurant, hall, or other public place. Every form of enter- 
tainment so conducted is included, except instrumental musio 
unaccompanied by any other form of entertainment. 
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TAXES ON CHARGES IN EXCESS OP ESTABLISHED J 

PRICE W^ 

BOX-OFFICE SALES 

fl 1762. Art. 29. Basis and rate of tax. — Where a proprietor, 
manager, or employee of any opera house, theater, or other 
place of amusement sells or disposes of any ticket or card of 
admission thereto for an amount in excess of the established 
price of the admission for which it is valid, the excess portion 
of such charge is subject to a tax of SO per cent under these 
provisions of the Act. This tax is to be paid by the person 
selling or disposing of the ticket and is distinct from, and in 
addition to, the admission tax (imposed on the whole amount 
paid for, or on the whole established price of, the admission 
represented by the ticket), which is to be paid by the person to 
whom the ticket is sold or given. 

BROKER'S SALES 

fl 1763. Art. 30. Basis and rate of tax. — Where a ticket or 
card of admission to any place of amusement is sold, at any 
place other than a ticket office thereof, for an amount in excess 
of the sum of the established price of the admission for which 
such ticket or card is valid and any admission tax which may 
have already been paid on such ticket or card, the excess por- 
tion of such charge is subject to a tax under these provisions 
of the Act. 'this tax is to be paid by the person selling the 
ticket, and is distinct from and in addition to (1) any admis- 
sion tax which may have already been paid on such ticket or 
card, and (2) the admission tax due, or in case an admission 
tax has already been paid the balance of the admission tax 
due, because of the present sale. Where the total amount 
(including any amount paid as a refund of admission tax "1,* : 
but excluding the amount paid as admission tax "2") paid by 
the buyer exceeds the sum of the established price of the 
admission and admission tax "1" by 50 cents or less this excess 
charge tax is 5 per cent of the amount of such excess. Where 
such excess is more than 50 cents, the tax is 50 per cent oi 
the amount of the whole of such excess. 

SCOPE OF TAXES 

U 1764. Art. 31. Scope as compared with Taxes on Admis- 
sions.— The Taxes on Admissions apply in general to any __ ^ 
"amount paid for admission to any place," with certain general ^^BlH 
exemptions. These Taxes on Charges in Excess of Established ^^^^ 

740 (Prentke-Hall Tax Service) 




m 



Price apply to excess charges on "tickets or cards of admission 
to theatres, operas, or other places of amusement" with the 
same general exemptions. It is clear, therefore, that the class 
to which these taxes apply is a smaller class than that affected 
by the Taxes on Admissions and that it lies enteirely within 
that larger class. In other words, while there are many cases 
-where an admission tax is due which do not fall within the 
scope of these excess-charge taxes, all cases where these taxes 
apply fall within the scope of the Taxes on Admissions. As 
these taxes are clearly in addition to the Taxes on Admis- 
sions and not in lieu of them, in all cases which come within 
the scope of both of these kinds of taxes a tax of each kind 
must be paid. 

EXEMPTIONS 
TAXES TO WHICH EXEMPTIONS APPLY 

fl 1765 Art. 32. Meaning of "all the proceeds*" — As appears 
from Article 1, the taxes imposed by section 800 (a) of the Act 
naturally divide into two general classes, "Taxes on Admis- 
sions" (see Articles 4-28) and "Taxes on Charges in Excess 
of Established Price" (see Articles 29-31). These two classes 
of taxes not only differ in their character but also in their 
incidence. The admission taxes are imposed on and paid by 
the persons admitted or entitled to admission, while the excess- 
charge taxes are imposed on and paid by the persons making 
the excess charges. Moreover, the proceeds from admissions 
and the proceeds from excess charges may, and in the case of 
brokers' sales commonly do, go to separate and distinct persons 
or organizations. Evidently it was Jiot intended that the 
destination of the proceeds of excess charges made by a ticket 
broker should affect any exemption to which the admissions 
proper might be entitled. It is necessary, therefore, in order 
to give the above provision concerning exemptions (section 
800 (b)) a reasonable effect, to interpret the phrase "all the 
proceeds," as meaning (1) in the case of Taxes on Admissions, 
"all the proceeds (after payment of reasonable expenses) of 
admission charges," and (2) in the case of Taxes on Charges 
in Excess of Established Price, "all the proceeds (after pay- 
ment of reasonable expenses) of such excess charges." In 
other words, whether or not there is exemption from either 
class of tax must depend on the destination of the proceeds 
of the charges on which that particular tax would be based. 
The application of the exemptions, provided by section 800 (b), 
to each of these two classes of taxes in turn is given in the 
two following articles: 
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fl 1766. Art. 33. Taxes on Admissions. — Admissions are 
exempt from the Taxes on Admissions (see Articles 4-28) when- 
ever all the proceeds (after payment of reasonable expenses) 
of such admissions go in a way that satisfies the provisions of 
section 800 (b). Nor would it affect this result if some broker 
or other person should secure tickets for some of these admis- 
sions and should sell them at a price in excess of the estab- 
lished price, keeping the proceeds of such excess charges for 
himself. On the other hand, it is obvious that even though 
all the proceeds (after payment oi reasonable expenses) of 
excess charges should go in a way that satisfies the provisions 
of section 800 (b), the admissions proper are taxable unless 
all the proceeds (after payment of reasonable expenses) of such 
admissions themselves go in such a way. 

tT 1767, Art. 34. Taxes on Charges in Excess of Established 
Price.— Charges in excess of the established price are exempt 
from the taxes imposed on such charges by section 800(a) of 
the Act (see Articles 29-31) whenever all the proceeds (after 
payment of reasonable expenses) of such excess charges go in 
a way that satisfies the provisions of section 800(b). In other 
words, even though the charges for admissions proper are not 
exempt, because not going in a way satisfying section 800(b), 
the excess charges will be exempt if the proceeds of such 
excess charges themselves go in a way which section 800(b). 
On the other hand, even though all the proceeds (after payment 
of reasonable expenses) of admissions proper go in a way that 
satisfies the provisions of section 800(b), the excess charges 
are taxable unless all the proceeds (after payment of reason- 
able expenses) of such excess charges themselves go in such a way. 

ORGANIZATIONS OTHER THAN AGRICULTURAL 

FAIRS 

1f 1768. Art. 35. Basis of exemption. — Section 800(b) of the 
Act expressly bases any exemption of admissions (or excess 
charges) from tax on the specific fact that the proceeds of 
such admissions (or excess charges) inure exclusively to or- 
ganizations or persons of certain classes. In other words, the 
controlling factor is not the mere use to which the money is 
to be put, nor the character of the organization or person that 
is * collecting the sums paid, but solely the character of the 
organization or person to whom the benefit of such sums is to 
exclusively inure. 

1T 1769. Art. 36. Necessary character of organization. — For 
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an organization to be considered a religious, educational, or 
charitable institution, society, or organization within the mean- 
ing of the Act: (1) It must have a definite organization, with 
officers, directors, or trustees, and the usual essential features 
(incorporation not being essential) of an association of its 
class; (2) it must have a purpose which both as expressed 
and as put into practice is religious or educational or charitable, 
or partaking of the character of more than one of these three; 
and (3) the provisions of its charter, constitution, or by-laws 
must be such as to require that its funds be used solely in 
furtherance of its aforesaid purpose, none of them being paid 
or otherwise distributed to any of its members except as charity 
or as reasonable compensation for services actually rendered, 
and these provisions must be actually complied with. For an 
organization to be considered a "society for the prevention 
of cruelty to children or animals" it must comply with condi- 
tions 1 and 3 of the preceding sentence, and also with condition 
2, except that in its case the purpose to be expressed and put 
into practice must be the specific purpose of the prevention of 
cruelty to children or animals, or both, and not one of the 
three general purposes mentioned in condition 2. It is per- 
fectly apparent from the above conditions, and should be care- 
fully noted, that the mere fact that an organization is not for 
profit is not enough to make admissions to entertainments 
given by it exempt from tax under the Act. For such admis- 
sions to be exempt the organization must also comply with 
conditions 1 and 2 above. There is no requirement, expressed 
or implied, that an institution, society, or organization to be 
included within these exemption provisions must be organized 
or operating in the United States. 

fl 1770. Art. 37. Religious organizations. — Admissions, or 
excess charges, all the proceeds of which (after payment of 
reasonable expenses) inure exclusively to the benefit of religious 
institutions, societies, or organizations are exempt from tax. 
Churches and theological seminaries are the commonest cases 
of religious institutions. Missions and missionary societies also 
clearly fall within the exemption. Church societies are religious 
societies only if they share in the religious purpose of the 
church. Nation-wide organizations which are not church or- 
ganizations but which have as their purpose the furtherance 
of religion are religious societies. 

fl 1771. Art. 38. Educational organizations. — Admissions, or 
excess charges, all the proceeds of which (after payment of 
reasonable expenses) inure exclusively to the benefit of in- 

(Supplement No. 21) 743 



stitutions, societies, or organizations that are educational within ^Mll 
the meaning of the Act as stated in this article and Article 36, ^p^ 
are exempt from tax. Schools, colleges, and universities, quali- 
fying under Article 36, fall within this exemption. The same 
is true of any organization whose dominant purpose is the 
education of its members or of other persons. Education here 
includes musical education. It also includes physical education, 
so any organization, devoted to physical education pure and 
simple, and complying with Article 36, is educational within 
the meaning of the Act; but if the element of sport enters into 
its purposes then it cannot be considered exempt as an educa- 
tional society or organization. Admissions, or excess charges, 
are not exempt merely because the proceeds are to be used for 
an educational purpose — 'the character of the organization to 
which they will inure is the test, not the purpose merely. 
Admissions, or excess charges, to contests or entertainments 
are exempt from tax where the proceeds are to be expended 
for athletic or other school, college, or university purposes by, 
or under the direct supervision of, the authorities of a school, 
college, or university which qualifies under Article 36. 

1f 1772. Art. 39. Charitable organizations. — Admissions, or 
excess charges, all the proceeds of which (after payment of 
reasonable expenses) inure exclusively to the benefit of charit- 
able institutions, socities, or organizations are exempt from 
tax. An organization which gives assistance to its members 
and their dependents only is not a charitable organization 
within the meaning of the Act. 

1f 1773. Art. 40. Symphony orchestra organizations. — Ad- 
missions, or excess charges, all the proceeds of which (after 
payment of reasonable expenses) inure exclusively to the benefit 
of an organization conducted for the sole purpose of maintaining 
a symphony orchestra and receiving substantial support from 
voluntary contributions, none of the profits of which are dis- 
tributed to membefs of such organization, are exempt from 
tax. The name by which an organized group of musicians is 
called is not the test of whether or not such group is a sym- 
phony orchestra. To be a symphony orchestra it must have 
a personnel of sufficient size, quality, and ability to capably 
render symphonies, and must make them a regular part of 
its program. Bands and ordinary orchestras are clearly not 
included in the exemption. 

fl 1774. Art. 41. Soldiers and sailors. — Admissions, or excess 
charges, all the proceeds of which (after payment of reasonable 
expenses) inure exclusively to the benefit of a person or persons 
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in the military or naval forces of the United States are exempt 
from tax. Soldiers and sailors, of course, constitute the chief 
classes of persons covered by this exemption, but it also includes 
nurses, male or female, and other members of such military or 
naval forces not ordinarily included within the term "soldiers 
and sailors." It does not include persons formerly in service 
but now discharged, though it does include persons in the 
reserve. It applies equally whether the proceeds inure exclu- 
sively to the benefit of a single person or of many persons 
(within the exempt class). 

fl 1775. Art. 42. Admissions charged by State or municipal- 
ity no texempt.— The fact that the authority charging admis- 
sions, or receiving the exclusive proceeds thereof, is one of 
the: United States, or a political subdivision thereof, or a muni- 
cipality, or a State or municipal institution does not make such 
admissions exempt from tax. Unless exempt on some other 
ground such admissions are taxable. For, as the Revenue Act 
of 1918 provides no exemption for such cases, the only basis 
for such an exemption of admissions charged by public authori- 
ties would be the unconstitutionality of legislation taxing a 
State or its governmental functions. The taxes imposed by 
section 800(a) (1), (2), (5), and (6), however, are imposed on 
the individuals paying for admission, being admitted, or having 
the right to the use of a box or seat, respectively. These taxes 
can not be passed on by such individuals to the authority charg- 
ing admissions to the place, nor can these taxes in any other way 
directly reduce the proceeds of such admissions. As the taxes 
are not imposed on, and do not directly reduce the proceeds 
inuring to, the authority charging admissions, where a State 
happens to be that authority, they are not taxes on a State. 
There can be, therefore, no exemption on that ground. 

If 1776. Art. 43. Admissions charged by United States not 
exempt. — The fact that the authority charging admissions or 
receiving the exclusive proceeds thereof is the United States 
or an agency thereof does not make such admissions exempt 
from tax. Unless exempt on some other ground such admis- 
sions are taxable. For the Revenue Act of 1918 provides no 
express exemption for the United States or its agencies, and 
the only basis for an implied exemption would be the view 
that the Act ought to be interpreted in such a way as not to 
impose a tax on the Government itself. But, as clearly appears 
in Article 42, the taxes imposed by section 800 of the Act are. 
in such cases, imposed on the individuals and not on the Govern- 
ment or its agency. 
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AGRICULTURAL FAIRS 

ff 1777. Art. 44. Basis of exemption. — In considering exemp- 
tions with regard to agricultural fairs we are only concerned 
with the Taxes on Admissions, for the Taxes on Charges in 
Excess of Established Price do not apply to agricultural fairs 
(see Article 31). Admissions to agricultural fairs, none of the 
profits of which are distributed to stockholders or members of 
the association conducting the same, are exempt from any tax 
under section 800(a). In this case the exemption is based 
solely on the facts (1) that the admissions are to an agricultural 
fair, and (2) that the fair is not run for profit. No requirement 
is made (as is done in the case of the other exemptions) that 
the proceeds of the admissions must inure exclusively to a cer- 
tain type of organization or individual. In the case of admis- 
sions to an agricultural fair the proceeds may go anywhere, 
without affecting the exemption from taxation, provided they 
are not distributed to the stockholders or members of the fair 
association. As such distribution can rarely if ever take place 
in the case of agricultural fairs which are organized by a State, 
county, or city, admissions to agricultural fairs so organized 
will ordinarily be exempt from tax. 

If 1778. Art. 45. Meaning of "agricultural fairs."^-The term 
"agricultural fairs" includes in general all exhibitions of farm 
produce, live stock, poultry; flowers, or the like, held for the 
promotion of agriculture (which includes horticulture). It in- 
cludes within its meaning any exhibition of animals, of a species 
whose chief utility is in connection wth agriculture, held by an 
association" organized to improve that species of animal and to 
disseminate knowledge concerning its breeding. But exhibi- 
tions of prepared or preserved foods or food products only. 
as distinguished from live stock and farm and garden produce, 
are not "agricultural fairs." 

fl 1779. Art. 46. Meaning of "admissions to agricultural 
fairs."— -The term "admissions to agricultural „ fairs" includes 
admissions to the fair grounds as a whole and to any separate 
enclosure containing customary fair features conducted by the 
fair association itself, and also the use of seats (see Article 8) 
controlled by such association in either such main fair grounds 
or such enclosure. The term does not include admissions to 
any place, even though within the fair grounds itself, and even 
though conducted by the fair association itself, unless the place 
constitutes a customary feature of an agricultural fair. Admis- 
sions to places not conducted by the fair association itself . 
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whether conducted with its consent or even under a Contract 
with it or no, are not included within the meaning of the term. 
Nor does the term include admissions to race meets or other 
entertainmens conducted by a fair association on its grounds or 
elsewh ere at a time when no agricultural fair is in progress. 

METHOD OF SECURING EXEMPTION 

H 1780. Art. 47. Affidavit claiming exemption and certificate 
of exemption. — The benefit of an exemption from Taxes on 
Admissions or Taxes on Charges in Excess of Established Price 
can only be secured by executing and filing an affidavit, on 
Form 755 (Revised), claiming such exemption with regard to 
admissions to a stated place for one or more stated occasions. 
This affidavit must in every case be executed by an officer or 
duly authorized agent of the organization (or by the individual 
or one of the individuals) in control of the admissions or excess 
charges in question. Where the claim for exemption is based 
on the character of another organization (or another individual 
or other individuals) not in such control, then an officer or 
duly authorized agent of such other organization (or such other 
individual or one of such other individuals) must join in the 
making of the claim, as indicated on Form 755 (Revised). In 
the particular case where the claim is based on the character of 
a school, college, or university, the president or other executive 
officer (not a mere teacher or professor) must be the person 
to represent it in the making of the claim. In every case where 
the character of an organization is concerned, a statement of 
its disbursements for the preceding year must be attached to 
the affidavit and filed along with it. This affidavit must be filed 
with that collector of internal revenue with whom an applica- 
tion for registry would be filed if a certificate of registry were 
desired instead of a certificate of exemption. (See Article 59.) 
It should be filed a considerable length of time prior to any 
occasion for which exemption is desired. Unless such affidavit 
be filed long enough before any such occasion to permit a full 
advance investigation of the circumstances and the making of 
a decision based thereon and unless such decision is in favor of 
the claim, all the applicable requirements of the Act and of 
these regulations must be complied with, in connection with 
such occasion, and whoever is in control of admissions or who- 
ever sells tickets or cards of admission at an excess charge 
will be held responsible for the payment of all taxes due in 
case the claim for exemption is not allowed. If the claim for 
exemption is allowed the collector will send to the person filing 
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the claim a certificate of exemption on Form 755A (Revised). 
If the claim for exemption is disallowed notice of that fact will 
be given on the same form. 

TICKETS AND SIGNS 

If 1781. Art. 48. Necessity for tickets — Separate or separable 
tickets.— In the case of every place admission to which is subject 
to tax, the proprietor or manager must provide a ticket or card 
of admission to evidence every right to admission, whether paid 
or free, which is subject to tax. In the first instance, a single 
ticket or card (in the form, for example, of a season ticket or 
pass) may represent more than one right to a taxable admis- 
sion. But before being enjoyed each such right to admission 
must be evidenced by a distinct ticket or card (see Article 54). 
It may be printed on the same piece of card or paper with 
other tickets or cards, but in such case it must be capable of 
being detached, and when detached must evidence a single ad- 
mission. In other words, any ticket or card which is issued 
to evidence more than one taxable admission must, to entitle 
the holder to such admission, be separable into as many units 
as there are admissions (and each unit or ticket must comply 
with the provisions of Articles 50-51, and of 52 when applicable). 
This is an administrative necessity for the proper enforcement 
of the taxes imposed by the Act. For the same reason, a 
separate or separable ticket or card of admission must be like- 
wise provided in due course by the proprietor or manager of 
any opera house or other place of amusement, in which a person 
has the permanent use or a lease for the use of a box or seat, 
to evidence every right of such person to use such box or seat. 
Such tickets or cards of admission will be absolutely required 
in all cases falling within the above, except that in the case of 
a person or organization which only makes charges for admis- 
sion irregularly and occasionally and not more than four times 
a year, no tickets or cards need be provided at all, if a correct 
record be kept in accordance with Article 61, giving all in- 
formation necessary to enable internal revenue officers to deter 
mine the amount of tax due. 

fl 1782. Art. 49. Printing of tickets— Notice to be given.— 
Where tickets or cards of admission to any place for admission 
to which a charge is made are printed, manufactured, or sold 
by any person, it shall be the duty of that person to give 
prompt notice to the collector of internal revenue of the district 
in which is located the place to which admission is to be 
charged. Such notice shall state (1) the name and address of 
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the ptrsori to whom the tickets are furnished and (2) the num 
ber of tickets furnished, and shall be accompanied by proofs 
or sample copies of the tickets themselves. If the tickets are 
serially numbered, the r.otice must also contain a statement 
as to such serial numbers. 

ff 1783. Art. 50. Printing of tickets — Name of place and 
serial numbers.— For the proper administration of the provisions 
of the Act there must appear, on every ticket or card of admis- 
sion to any place admission to which is subject to tax, the name 
of such place. Furthermore, every such ticket or card, except 
permanent tickets or cards for repeated performances or such 
detached tickets as are valid only on the date printed thereon, 
must be serially numbered or must be vended from a machine 
or device recording automatically th sum total of the selling 
price of all tickets sold. Where such tickets or cards are 
serially numbered there must be a separate and distinct series 
for each established price, for each reduced-rate price granted 
to members of the favored classes mentioned in Article 18, and 
an additional series for free admissions. The numbers in each 
series must start with 1 and run continuously in regular order 
until 500,000 is reached, after which they may start again at 1 
if so desired. But whenever the serial numbers start again 
with 1 a letter of the alphabet must precede or follow the serial 
number to distinguish that series from the preceding series, 
and such letters must be used in turn until the alphabet is 
exhausted before starting again at the letter A. (See Article 
53.) Moreover, the proprietor or manager of no place to which 
admission is charged shall have, or permit to be, at such place 
at the same time two or more rolls or series of tickets of the 
same established price or character of admission bearing identi- 
cal serial numbers which are not so distinguished by different 
letters of the alphabet. 

H 1784. Art. 51. Printing or marking of tickets — Established 
price, sale price, tax t>aid, and name of seller. — These provisions 
of the Act and due administration of other provisions require 
that there must be conspicuously and indelibly printed, stamped, 
or written on such part of every ticket or card of admission, 
whether paid or free, as is not already covered with printing 
or writing and as is taken up by the management of the place 
upon the admission of the person admitted, the following: (1) 
In case of every such ticket or card, on the face of such ticket, 
the established price of the admission for which it is valid, 
the admission tax to be paid based on that established price, 
and the total of such price and tax, in the following or an 
equivalent form: 
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(2) whenever such a ticket or card is sold at a price other than 
its established price, then, in addition, on the back, of such ticket, 
the actual sale price, the admission tax paid, and the total of 
such price and tax, in the following or an equivalent form: 

Sale price / 

Tax paid * 

Tlotal 

(3) whenever an admission ticket or card is sold at a place 
other than the ticket office of the theater or other place for 
admission to which it is valid, then, in addition, on the back of such 
ticket, the name and address of the seller. 

fl 1785. Art. 52. Printing or marking of tickets — Reduced- 
rate or free admissions of favored classes. — Where any ticket 
or card of admission, directly or indirectly entitling to admission 
to any place admission to which is subject to tax, is issued for 
an amount less than the established price of the admission for 
which it is valid or is issued free to a bona fide employee, 
municipal officer on official business, person in the military or 
naval forces of the United States when in uniform, or a child 
under 12 years of age, there must also be conspicuously and 
indelibly printed, stamped, or written, on the face of such ticket 
or card, the fact that such ticket or card is good only for the 
admission of a member of one of. the above favored classes or 
of any member of one of any selected number of such favored 
classes (see also Article 20), in one of the following forms or 
any equivalent form: 

(1) "Good only for admission of a U. S. soldier in uniform 
or of a child under 12." 

(2) "Good only for admission of a U. S. sailor in uniform." 

(3) "Good only for admission of a child under 12." 

fl 1786. Art. 53. Issuing tickets. — No ticket or card of ad- 
mission of any kind, shall be delivered in pursuance of a sale 
or an agreement to sell without collecting the tax imposed on 
such admission, nor unless such ticket or card complies with 
the provisions of Articles 50-51, and of 52 if applicable. No 
ticket or card of admission which of itself directly entitles the 
holder to a taxable admission shall be issued free without 
collecting the tax imposed on such admission, nor unless sue 
ticket or card complies with the provisions of Articles 48 and 
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50-5 1. In the case of serially numbered tickets, the tickets in 
each series must be issued consecutively in the order of the serial 
numbers, and the letters of the alphabet, if any, of that particular 
series (see Article 50). 

ff 1787. Art. 54. No taxable admission except by ticket. — 
No person (except a person in one of the favored classes men- 
tioned in Article 52 being admitted free) shall be admitted to 
any place, admission to which is subject to tax, except on 
presentation of a ticket or card of admission evidencing sepa- 
rately or separably that particular right to admission (see Article 
48) and complying with the provisions of Articles 50-51, and of 
52 if applicable, unless the occasion is such that Article 48 
does not require the use of tickets or cards of admission at all. 
In every case the ticket or card so presented or a portion 
thereof must be taken up, at the time of admission, by the 
management of the place. Under ordinary circumstances the 
tickets or cards or portions thereof so taken up need not be 
preserved by the management of the place, but from time to 
time, on short notice from a collector of internal revenue or a 
revenue agent, the management must carefully preserve, until 
inspection by such officer, all tickets or cards or portions thereof 
taken up on the occasions designated in such notice. 

H 1788. Art. 55. Roof-garden or cabaret bills and receipts. — 
The proprietor of every roof garden, cabaret, or place of similar 
entertainment, the price of admission to a public performance for 
profit at which is wholly or in part included in the price paid 
for refreshment, service, or merchandise, must furnish each 
guest upon paying his bill for refreshment, service, or mer- 
chandise with a coupon receipt to be detached from such bill 
All such bills shall be serially numbered and the coupon receipt 
in each case shall be numbered the same as its bill. The bill 
and coupon receipt shall each bear in , indelible figures the 
total amount of the charge for refreshment, etc., the tax thereon, 
which on the receipt shall be stated as "paid," and the sum 
total of such charge and tax. No such receipt shall be delivered 
except on collecting the amount of the tax so shown on such 
receipt as "paid." See Article 57 and note 2 on page 88. 

fl 1789. Art. 56. Signs to be posted. — In the case of every 
place, admission to which is subject <to tax, the proprietor or 
manager must keep conspicuously posted at the outer entrance 
and near the box office one or more signs accurately stating 
each of the established prices of admisison, and in the case of 
each such price the <tax due and the sum total of the established 
price and the tax. 
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COLLECTION, RETURN, AND PAYMENT OF TAX 

[See Law, sections 502, 802, 903, and 1309, pages 311, 339, 342, 
and 373 respectively, Tax Book, Part II.] 

fl 1790. Art. 57. Duty to collect, return, and pay tax— Taxes 
on Admissions. — Every individual, corporation, partnership, or 
association (1) receiving any taxable payment for admission 
must collect the tax from the person making such payment at 
the time such payment is made; (2) delivering free to any 
person a ticket or card directly entitling the holder to admission 
to any place when such admission is taxable must collect, the 
tax from the person so receiving such ticket or card at the time 
of such delivery; (3) admitting any person free to any place 
in any case where no ticket or card of admission is used (see 
Article 48) when such admission is taxable must collect the 
tax from the person so admitted at the time of such admission; 
(4) being the proprietor or manager of an opera house or any 
other place of amusement in a case where any person has the 
permanent use or a lease for the use of a box or seat therein 
which is subject to tax must collect the tax from the owner 
or lessee of such box or seat, or (5) receiving any payment for 
refreshment, service, or merchandise, which is taxable because 
including therein a charge for admission to a public performance 
for profit, at any roof garden, cabaret, or other similar enter- 
tainment, must collect the tax from the person making such 
payment at the time of such payment. (See also Articles 53 
and 64.) In each case there rests on the respective person 
from whom the tax is to be collected the corresponding duty 
of then paying such tax. A monthly return and payment of 
all such collections must be made in accordance with the provi- 
sions of Article 63. For penalties see Article 68. 

fl" 1791. Art. 58. Duty to return and pay tax — Taxes on 
Charges in Excess of Established Price. — Every individual, cor- 
poration, partnership, or association selling or disposing of a 
ticket or card of admission at a price in excess of (the estab- 
lished price of the admission for which such ticket or card is 
valid in a case where such excess is taxable shall make a monthly 
return and pay the tax due, in accordance with the provisions of 
Article 63. 

1f 1792. Ant. 59. Application for and certificate of registry. 

[See page 789 of the Tax Book, Art. 24.] 

IT 1793. Art. 60. Traveling shows.— [See page 789 of the 
Tax Book, Art. 24.] 

jfl794. Art. 61. Records — Taxes on Admissions. — (I.) Every 
individual, corporation, partnership, or association required by 
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the provisions of the Act to collect any tax on admissions must 
keep or cause to be kept an accurate daily record showing (1) 
in <the case of each class of Taxes on Admissions (a) all figures 
and other information) necessary to determine the amount of 
tax due for that day, and (b) the amount of tax due for that 
day, and (2) the total amount due as Taxes on Admissions for 
that day. The proprietor or manager of the business must 
certify, over his signature, to the correctness of the daily record, 
and if any other person is directly interested in the proceeds 
of th£ amounts received for admission, he or his agent must 
also certify to it. (II.) Whenever in the course of the business 
a report is prepared daily or at some other regular interval 
or at any time by a treasurer or manager for the benefit of 
the proprietor, or by the proprietor, treasurer, or manager for 
the benefit of some other interested party, a sworn copy of 
such report must be attached to and made a part of such daily 
record. Indeed, if such a report contains all the information 
required above, no daily record other than the sworn copy of 
the report need be kept. But whatever information such a 
report may contain, a sworn copy of it must be made and kept. 
Such daily records, including such sworn copies of reports, 
must be kept on file at the box office of the place or at some 
other convenient location for a period of two years, in such a 
manner as to be readily accessible on request to internal revenue 
officers. 

fl 1795. Art. 62. Records — Taxes on Charges in Excess of 
Established price. — (I.) Every individual, corporation, partner- 
ship or association required by the provisions of the Act to 
pay any tax on charges in excess of established price, must keep 
or cause >to be kept a daily record which classifies all sales of 
tickets into classes in each of which all the tickets are identical 
in respect to (1) the place to which admission is granted by 
the ticket (2) the established price (exclusive of admission tax) 
of the admission granted by the ticket and (3) the actual price 
(exclusive of any amount representing an admission tax) at 
which that sale of the ticket is made. This daily record must 
show (1) in the case of each such class (a) all figures and other 
information necessary to determine the amount of tax due for 
that day, and (b) the amount of tax due for that day, and (2> 
the total amount due as Taxes on Charges in Excess of Estab- 
lished Price for that day. [Same as (II) of Art. 61.] 

fl 1796. Art. 63. Returns and payments. — Every individual 
corporation, partnership, or association required by the provi 
sions of the Act to collect any tax on admissions (see Article 
57) or ito pay any tax on charges in excess of established price 
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Required by Article oi or 62 as the case may be, a return in ^^E 
(see Article 58) shall make up each month from the daily record, ^^H 
duplicate on Form 729 (Revised), in accordance with the in- 
structions printed on the back of that form. This return must 
be made under oath, unless the total amount of the tax returned 
(regardless of a possible credit sought for a former overpay- 
ment) is $10 or less, in which case it may be signed or acknowl- 
edged before two witnesses instead of being under oath. This 
return together with the amount of the tax must be transmitted, 
on or before the last day of the month following that for which 
it is made, to the office of the collector of internal revenue who 
issued the certificate of registry for the place of business for 
which such return and payment is being made. A copy of Form 
729 (Revised) will, as far as possible, be mailed each month to every 
person that filed 1 a return during the preceding month, but a failure 
to receive such copy will not, of course, excuse a failure to return 
and pay the tax. 

ft 1797. Art. 64. Leases of places. — [See page 792, Tax Boole, 
Art. 27.] 

CREDITS AND REFUNDS 

[See Law, Sec. 1310 (a), page 373, Tax Book, Part II.] 

. If 1798. Art. 65. Credit for overpayment. — [Same as fl 1070 
Supplement No. 12.] 

111799. Art. 66. Refund of overpayment. — [Same as 1J1071, 
as far as Form 46 (revised), Supplement No. 12.| 

U 1800. Art. 67. Refund of overcollection. — Every individual, 
corporation, partnership, or association that has collected from 
any person, as a tax under Section 800 of the Act, any amount 
erroneously or illegally assessed, or any amount in excess of 
the amount of the tax imposed by that section actually due 
from such person, shall upon proper application promptly 
refund such amount to the person entitled thereto, even though 
such amount has already been paid over to the collector ot 
internal revenue and no corresponding credit (see Article 65) 
or refund (see Article 66) has yet been secured. As the tax on 
paid admissions under Articles 4, 18, and 23 is based on the 
payment, not the admission, no refund of any part of such a tax 
is authorized merely because the person paying for admission docs 
not actually make use of his right to admission. Where, how- 
ever, an amount paid for admission is refunded, it will be treated. J 
as far as the liability to the tax is concerned, as not having been M^A 
paid, and the amount of any tax collected at the time of the ^J^ 
payment should itself be refunded to the taxpayer by the person 
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refunding the payment, at the same time the payment is refunded 
The tax on free admissions must be paid on the free receipt, by 
a person not in one of the favored classes mentioned in Article 18, 
of a ticket or card directly entitling to admission. But as the 
tax is based on the admission in case no admission actually occurs, 
the tax liability is defeated.. And, therefore, any- admission tax 
paid on the receipt of such a ticket or card should be refunded 
on the return unused of such ticket or card. \s the tax on the 
permanent use or a lease for the use of a box or seat is based 
on the right to use (see Article 25), it is entirely immaterial 
whether the boxv^r'^eat is ever used or not, and, therefore, no 
refund can ever be granted on the ground that there was no actual 
use of the box or seat. 

PENALTIES 

[See Law, Sees. 502, 800 (d), 903, 1308, and 1317 (Sec. 3176 
U. S. R. S.). pages 311, 339, 342, 373 and 377 respectively, Tax 
Book, Part II.] 

AUTHORITY FOR REGULATIONS 
[Same as fl" 1449 of Supplement No. 15.] 

fl 1801. Page 101. T. D. 2876. Income tax on nonresident 
aliens— court decision. 

1. Income taxes — Nonresident aliens — -Property owned in United 
States. The income received* by Ut v nonresident alien from 
stocks and bonds of corporafeiQns organized under the laws 
of the United States, and fronds* ^and mortgages secured upon 
property in 4he United States, the certificates representing the 
same being held by a Philadelphia trust compa«y c under a 
power of attorney which gave authority) . t© the -agent.'. to sell, 
assign or transfer any of them, and toe invest and reinvest 
the proceeds, is property owned in the United -States, within the 
meaning of the Act of Qotober' 3, 1913. 

2. Judgment reversed. 

Judgment of District Court for the Eastern District of Penn- 
sylvania (239 Fed. Rep. 568), reversed. 

(Supreme Court of the United States held that the above prop- 
erty was owned in the United States, thereby reversing the 
« judgment of the Circuit Court of Appeals for the Third 
District in the case of Emily R. De Ganey vs. Lederer, Col- 
lector.— U. S.— decided June 9, 1919). [T. D. 2876, approved 
June 25, 1919.] 

ffl802. Page 699. T. D. 2878. Receipt of Liberty Bonds 
for estate or inheritance taxes. — Referring to T. D. 2705, dated 
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April 23, 1918, Department Circular No. 132, dated January 
30, 1919, and T. D. 2802, dated March 12, 1919, as to the receipt 
of. Liberty Bonds- for estate or inheritance taxes, the date of 
original subscription, or the date of the bonds, whichever date shall 
be later in time, shall be deemed the date of acquisition in cases 
where the bonds are acquired by original subscription, provided 
that payment in full on the subscription be completed and the 
bonds delivered thereon. [T. D. 2878, approved July 2, 1919.] 

CORPORATION EXCISE TAXES UNDER THE LAW OF 

AUGUST ^JaBS/ft?? 

1fl803. T. D. 2880. Interest on "paid-in surplus" not de- 
ductible in computing net income. — Section 38 of the act of 
August 5, 1909, imposes on corporations a special excise tax 
with respect to carrying on or doing business equivalent to one 
per centum upon the net income over and above five thousand dol- 
lars, exclusive of certain stated amounts, and provides that such 
income shall be ascertained by deducting from the gross amount 
of the income, received within the year from all sources, "interest 
actually paid within the year on its bonded or other indebtedness 
to an amount of such bonded or other indebtedness not exceeding 
the paid-up capital stock of such corporation, * * * outstanding 
at the close of the year, * * *." 

There is nothing in the language of the clause quoted above 
that justifies the conclusion that Congress intended that premiums 
on stock sold by a corporation should be added to its outstanding 
paid-up capital stock in determining the deduction to be made in 
assessing the tax. It follows, therefore, that interest paid by a 
corporation on a sum representing premiums received from sale 
of its stock can not be deducted in ascertaining the net income 
of such corporation. [T. D. 2880, approved July 3, 1919] 

H1804. T. D. 2882. Insurance companies owning securities taken 
at market value may not, under Section 38 of the act of August 5, 
1909, deduct from gross income as depreciation the net decrease in 
market value of such securiites. Sums due the United States 
are a valid offset as against amount found due taxpayer in suit 
against collector, though included therein are items which the 
Commissioner of Internal Revenue did no* claim to be due the 
United States when considering the return for assessment pur- 
poses. [T. D. 2882, approved July 3, 1919.] 
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EXTENSION OF TIMS FOR FILING FISCAL YEAR 

RETURNS OF PARTNERSHIPS AND PERSONAL 

SERVICE .CORPORATIONS 

jf 1805. T. D. 2883. Extension of time for filing returns of 
partnerships and personal service corporations having a fiscal 
year ending prior to May 31, 1919. — An extension of time to 
August 15, 1919, for filing returns is hereby granted to partner- 
ships and personal service corporations having a fiscal year 
ended January 31, February 28, March 31, or April 30, 1919. 
(T. D. 2883, approved July 9, 1919.) 

CAPITAL STOCK TAX 
CONSOLIDATED AND TENTATIVE RETURNS 

ff 1806. [See IT 1109] (9) Consolidated report for affiliated 
corporations.— Every corporation is required to file a return, 
but in many cases, as, for instance, in the case of selling 
agencies, separate corporations are formed in order to properly 
handle certain business under various State laws, and in reality 
are branches or departments of the parent corporations. The 
business is controlled by the parent corporation, and the result 
of operations is a matter of bookkeeping. 

The capital stock tax being imposed upon the fair value 
of the capital stock of corporations, it makes little difference 
by what method such fair value is determined, information under 
the three exhibits, or in a consolidated report, being furnished 
for the audit. Therefore, if affiliated corporations are best 
able to determine the fair value of the respective companies 
through a consolidated report, such privilege is permitted by 
the Department; but it seems preferable to leave this to the 
corporations interested, subject to approval by the Commis- 
sioner of Internal Revenue, rather than attempt to outline a 
specific method that would apply to all. 

It is not intended that T. D. 2493 shall again be used in this 
connection. Every corporation is taxable upon the fair value 
of its capital stock, independent of affiliated companies; but in 
some cases a combined statement is more effective in reflecting 
the fair value. 

(14) Tentative Returns.— Owing to numerous requests for 
rulings as to liability to capital stock tax and advice as to the 



proper procedure in completing forms, ft is impossible -to* reply 
to all questions at a date which allows sufficient time for the 
taxpayer to complete and file return within: the prescribed time. 
In order to avoid penalty for failure to file within the pre- 
scribed time, the first six lines of Form 707, or five lines of 
Form 708, may be completed, and together with a full and com- 
prehensive statement of facts filed as a tentative return. This 
will apply particularly in the case of personal service corpora- 
tions and where there is a question as to being engaged in 
business. Such cases may be referred later to this office for a 
ruling. [Paragraphs 9 and 14 of CST — Mim. 2150. dated June 11, 
1919, and signed by Daniel C. Roper, Commissioner.] 
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fl 1807. * Page 564. Certificate of residence — claim by 
aliens. — "Reference is made to your letter, dated June 18, 1919, 
in regard to Article 315, Regulations 45, which is quoted here: 
"'(b) The employer may also obtain evidence to 
overcome the prima facie presumption of the nonresidence 
by securing from the Alien Form 1078 (revised) or any 
equivalent certificate of "the alien establishing residence. 
Having secured such evidence from the alien, the employer 
may rely thereon, unless the statement of the alien was 
false and the employer has reasonable cause to believe 
it false, and may continue to rely thereon until the alien 
ceases to be a resident under the provisions of Article 
314/ 

"It is noted that you have been advised by the Collector 
of Internal Revenue at Baltimore that it will be necessary for 
the employer to obtain Form 1078 for each year that a nonresi- 
dent alien was employed. 

"In reply you are advised that when Form 1078 is filed with 
the employer, the alien may be treated as a resident of the 
United States in so far as withholding of income tax at the 
source is concerned, and it is not necessary' for the employer 
to secure from the alien employees new certificates, Form 1078, 
for each taxable year. The ruling contained in the article 
quoted herein will govern, namely, that when Form 1078 is 
filed, the employer may continue to rely thereon until the 
alien ceases to be a resident under the provisions of Article 314. 
"You are further advised that employers with whom Forms 
1078 are filed should make a record of the certificates and 
forward them to the Commissioner of Internal Revenue, Sort- 
ing Division, ^Washington, D. C, not later than the twentieth 
day of the month succeeding that during which the certificates 
were received." [Letter to W. B. Reed, Accounting Secretary 
of the National Coal Association, signed by Commissioner 
Daniel C. Roper, and dated July 9, 1919.] 

fl 1808. Page 638. Invested capital for pre-war years. — "In 
response to your letter of June 5, 1919, inquiring whether a 
reduction in invested capital should be made in Schedule II 
of Form 1120 on account of the payment of excise taxes in pre- 
war years, you are advised that the invested capital for any 
year during the pre-war period is determined in the same 
manner as for the taxable year. 

"The rule expressed in Article 845 of Regulations 45 that 
taxes are deemed to be paid out of earnings for the year for 
which levied, applies to any year of the pre-war period as well 
as to the taxable year. In such cases the amount or amounts 
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payable in a succeeding year on account of such taxes may 
be included in the computation of invested capital until due 
and payable. 

"In this connection attention is invited to Article 854 of 
Regulations 45, in regard to averaging invested capital where 
changes occur therein during the taxable: year.". <J)Ldttet to 
Prentice-Hall, signet! by Commissioner Daniel C. Roper, dated 
July 15, 1919.] 

A corporation" is* allqwed to increase, its net income for 
the pre-war years by the amount of any excise taxes paid then, 
but must decrease the invested capital for such years by the 
amount of such taxes averaged for the time for which such 
taxes are effective. The effect will be to increase v the war 
profits credit by in amount equal to the average increase in 
income plus ten per cent of the average decrease in invested 
capital. 

ff 1809. Page 650. Capital stock tax. — A corporation is dis- 
solved by mutual consent of the stockholders on December 21, 
1918. Under the new Revenue Law, effective February 25, 1919, 
such corporation is liable for a capital stock tax. 'When the 
Government assesses this tax, { ho\yever t /the assets, of the cor- 
poration have been distributed, and the corporation is no longer 
in existence. Is the corporation liable for the tax? 

"Replying to your letter of June 6, 1919, it is a well-settled 
principle of law that the dissolution of a corporation does 'not 
impair its obligations, but that its assets remain a trust fund 
or pledge for the payment of its creditors. In other words, a 
corporation cannot by dissolving itself defeat the rights of its 
creditors. Taxes are a liability and are. prior in right to all 
claims except judicial costs. ; 

"Tax due from a corporation is legally collectible from the 
stockholders or others who received its assets upon its liquida- 
tion. In this connection attention, is called to United States 
v. General Inspection & Loading Co., 192 Fed. Rep. 223." 
[Letter to Richard P. Ettinger, signed by J. Hagerman, Deputy 
Commissioner.] 
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PART I 

TRANSMISSION OF DISPATCHES, MESSAGES, 

AND CONVERSATIONS 

Imposition of Tax 

fl 1810. Article 1. Imposition of the tax — Transmission. — The 
tax is imposed upon the transmission of a message or conversa- 
tion, by telephone, telegraph, radio, or cable. Transmission 
includes services rendered and facilities provided by the carrier 
necessary or incidental to the actual movement of the message; 
for example, messenger service utilized in the movement of a 
toll message. 

Transmission begins when the message is delivered by the 
sender to the carrier or its agent, and continues until its receipt 
by the addressee or his agent. Where, therefore, a message 
passes by the combined facilities of several lines, there is one 
message and one transmission. But where a sender uses a 
telephone toll message to reach a telegraph office to secure 
the transmission of a telegraph message, the place of delivery 
of the telegraph message by the sender to the carrier is the 
telegraph office, and the transmission of the tetegraph message 
begins there. The telephone message is a separate message, 
and as such subject to the provisions of the act. 

IT 181 1. Art. 2. Imposition of tax— carrier. — The tax applies 
to transmission services when rendered for hire, whether or not 
the agency rendering them is a .common carrier (Sec. 501 (c)). 
Accordingly, a carrier of dispatches, messages, or conversations 
by telegraph, telephone, cable, or radio is held to be any per- 
son, corporation, partnership, or association who or which, 
for hire, furnishes the services or facilities described or referred 
to in Section 500, subdivisions (f^ and (g), of the act. 

Therefore, where the lessee of a leased wire or talking cir- 
cuit special service transmits messages for hire, he is a carrier 
of such messages and liable to the provisions of the act rela- 
tive to the collection, report, and payment of the taxes thereon. 

ORIGIN OF MESSAGE DETERMINES TAXABILITY 

If 1812. Art. 3. Originating within the United States.— The 
tax is upon the transmission by telephone, telegraph, radio, or 
cable of dispatches, messages, and conversations originating 
within the United States. 

Messages transmitted from a point within the United States 
to a point without the United States are subject to the pro- 
visions of the act unless sent with charges "reversed" or "col- 
lect." Messages transmitted from a point without the United 
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States to a point within the United States are not subject to 
the tax, unless sent with charges "reversed" or "collect." 

The term "United States" includes the States, the Terri- 
tories of Alaska and Hawaii, and the District of Columbia; it 
also includes all inland waters (such as rivers, lakes, bays, etc.) 
lying wholly within the United States, and, where an interna- 
tional boundary line divides inland waters, the parts of such 
inland waters as lie within the boundary of the United States; 
and also the waters known as a marine league from low tide 
on the coast line. Radio messages sent from ships within the 
above limits are therefore subject to the provisions of the act. 

ff 1813. Art. 4. Reversed or collect messages. — The point 
of origin of messages transmitted with charges "reversed" or 
"collect" is the point at which the charge is collectible; that is, 
the point of receipt of the message by the addressee. 

fl 1814. Art. 5. Originating on or after April 1, 1919.— The 
tax is imposed upon the transmission by telephone, telegraph, 
radio, or cable of dispatches, messages, and conversations orig- 
inating on or after April 1, 1919. The time of the payment 
of the charge is immaterial. 

BASIS, RATE, AND COMPUTATION OF TAX 

fl 1815. Art. 6. Basis, rate, and computation of tax. — The 

basis for the computation of tax is the amount of the charge 
for the transmission of the message. (As to the meaning of 
transmission, see Art. 1.) The term "the charge" means the 
amount charged by the carrier for the transmission of the par- 
ticular message. Such charge may be due in money, services 
or in any other valuable consideration. 

Only two amounts of tax are provided, 5 cents and 10 cents, 
imposed as follows: 

(1) 5 cents on messages the charge for the transmission 
of which is more than 14 cents and not more than 50 cents; 

(2) 10 cents on mesages, the charge for the transmission of 
which is more than 50 cents. 

H 1816. Art. 7. Franks. — The fact that a message is trans- 
mitted under frank is immaterial to the determination of the 
taxability of the message. If the message is in fact trans- 
mitted free, no tax applies; but if the carrier in fact makes 
a charge, in money, services or any other consideration, for the 
transmission of the message, the tax applies and is to be com- 
puted upon the amount of the charge imposed. 

1f 1817. Art. 8. Overtime telephone messages. — The tax on 
overtime telephone messages is to be computed upon the total 
charge for the transmission of the message. The amount of 
the initial rate for such messages is immaterial. 
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tf 1818. Art. 9. Messages transmitted under contract. — 
Where, by contract, a telegraph, telephone, radio, or cable 
company agrees, in consideration of the payment of a lump sum 
or of the performance of services, to transmit messages on 
frank, such messages are subject to the tax imposed by this 
Section (500 (f)) of the act. The tax on each such message 
ib to be computed upon the amount of the regular established 
charge for the transmission of similar messages for ordinary 
customers, calculated, at the regular fixed rate provided in the 
tariffs of the transmitting carrier. The questions as to whether 
such messages relate to the operation of the business of a com- 
mon carrier and whether they are "on line" or "off line" are 
immaterial. Thus, a telegraph company agrees to transmit over 
its lines on a railroad line all messages relating to railroad 
business "free" and all such messages over its lines off the 
railroad lines, "free" to an amount not exceeding $10,000 per 
year calculated at its regular rates, and all mesages over that 
amount at half rates, in consideration of services to be per- 
formed by the railroad in the transportation of men and mate- 
rials of the telegraph company. All such messages, whether 
"on line" or "off line," and whether "free" or at half rates, 
are subject to the tax provided by this section (500 (f)) of the 
act. The tax must be computed, collected, and paid upon each 
such message. (Where common carrier is a railroad under 
Federal control, see Art. 14.) 

EXEMPTIONS 

^ 1819. Art. 10. Exemption — business of transmitting car- 
rier.— The transmission of messages involved in the operation 
of the business of the transmitting carrier, as such, is not sub- 
ject to the tax. 

111820. Art. 11. Exemption-— charges of 14 cents or less. — 
Dispatches, messages, or conversations, for the transmission of 
which by telegraph, telephone, radio, or cable the charge is 
14 cents or less, are not subject to tax. (As to the meaning 
of transmission, see Art. 1; as to the computation of the tax, 
see Arts. 6-9.) 

fl 1821. Art. 12. Exemption — services rendered to the 
United States or to any State, or Territory or to the District 
of Columbia. — Telephone, telegraph,, cable, and radio dispatches 
messages, and conversations relating to Government business, 
which originate in the United States and which are a charge 
against the Treasurer of the United States, the District of 
Columbia, a State, or Terriory, and are paid from the funds 
thereof, are exempt from the tax. Messages, conversations, 
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and, dispatches which are % not paid from such funds are not ^ft^j 
exemp^, from tax* even though they relate to Government ^^^« 
business. 

ff 1822. Art. 13. The words "State" and "Territory" as 
used in Section 500 (h) of the act and in Article 12 (above), 
include political subdivisions thereof,' such as counties, cities, 
towns, and other municipalities. 

If 1823. Art. 14. Government agencies. — Services rendered , 

to agencies of the United States are, subject to the conditions 
prescribed in Article 12, exempt from tax. Such agencies in- 
clude the American National Red Cross, United States Ship- 
ping Board, Emergency Fleet Corporation, United States Food 
Administration, United States Housing Corporation, Commis- 
sion on Training Camp Activities, War Savings Committee, 
Liberty Loan Committee, War Industries Board, Federal Farm 
Appraisers, Federal Land Banks, Federal Reserve Banks, Pan- 
ama Railroad Co., and similar agencies supported by Govern- 
ment funds. 

If 1824. Art. 15. Railroads under Federal control. — Tele- 
graph, telephone, cable, and radio dispatches, messages, and 
conversations transmitted for railroads under Federal control, 
charges for which are paid from funds of the United States, 
are exempt from tax, such transmission being a service ren- 
dered the United States. 

If 1825. Art. 16. Evidence of right of exemption. — Where 
a message is accepted and transmitted by a carrier as a Gov- 
ernment message, and the charges therefor are subsequently 
paid from Government funds, the payment of such charge by 
the Government shall be considered evidence of the right of 
such message to exemption. The evidence of the payment: of 
the charge from Government funds shall be considered suffi- 
cient evidence of the right to such exemption. 

Payments made by direction of the Director General of 
Railroads shall be considered to be made from Government 
funds. 

ff 1826. Art. 17. Exemptions — foreign diplomats. — (a) Am- 
bassadors, ministers, and other properly accredited diplomatic 
representatives of foreign governments to the United States 
are exempt from the payment of taxes upon the transmission 
of messages sent by or for them. 

(b) The exemption does not apply to consuls or to any 
officials of foreign governments other than those specified in 
paragraph (a). 
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(c) The exemption does not apply to messages the charge v 
for the transmission of which is paid by a foreign government, 
except in the cases provided for in paragraph (a). 

1f 1827. Art. 18. Evidence of right to exemption.— The fol- 
lowing form may be used to secure exemption when signed 
Jby an ambassador, minister, or any other properly accredited 
diplomatic representative of a foreign government: 

19 
(Date.) 

I certify that this message from to 

over is trans- 
mitted by v attached to my 

and is exempt from tax. 



(Title.) 
(Address.) 

PART II 

LEASED WIRE AND TALKNG CIRCUIT 
SPECIAL SERVICE 

Imposition of Tax 

ff 1828. Art. 19. Imposition of the tax — leased wire or talk- 
ing circuit special service. — The tax is imposed upon the amount 
paid for any leased wire or talking circuit special service. 
f Leased wire special service. — Leased wire special service in- 

cludes exclusive leases of wires and also contracts by which the 
carrier agrees to furnish a circuit (that is, a wire or wires, 
I instruments and electrical energy) for the transmission of mes- 

sages in Morse characters or by spoken word between specified 
points or offices during specified hours. Operators may or may 
not be employees of the carrier. 

For administrative purposes it is held that where the area 
covered by a leased wire special service is served by a local 
telephone exchange, tolls not being charged upon messages 
transmitted between points within such area, such special ser- 
vice does not come within the provisions of the act. 

Talking circuit special service. — Talking circuit special ser- 
vice is a limited class of leased wire special service and refers 
to such service where the transmission is telephonic. 

Such a talking circuit may by contract have one terminal 
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at a switchboard of the carrier, allowing connection with any 
telephone within the local exchange area of the operating sta- 
tion. Such additional exchange and other incidental service is 
included in the term "talking circuit special service," 

fl 1829. Art. 20. Private branch exchange service. — Amounts 
paid for private branch exchange service (called P. B. X. ser- 
vice) where the exchange equipment is located on the premises 
of the lessee and is used for intercommunication between de- 
partments of the business or parts of the premises of the lessee, 
are not subject to tax. Any amount paid for special service 
at the central exchange in the handling of calls from such a 
private branch exchange is included in the term "private branch 
exchange service." 

JT 1830. Art. 21. Tie lines.— The term "tie line" is used to 
denote a Hne connecting two private branch exchanges. The 
amount paid for rental of a tie line connecting two or more 
private branch exchanges located within an area served by a 
local telephone exchange without charging tolls, is to be con- 
sidered part of the amount paid for private branch exchange 
service and is not subject to tax. But a tie line connecting two 
or more private branch exchanges not within the same local 
telephone exchange area, tolls being ordinarily imposed upon 
the transmission of messages between the points of location 
of the private branch exchanges, is a leased wire and the 
amount paid for the rental thereof is subject to the provisions 
of this section of the act. 

fl" 1831. Art. 22. Private lines and extension lines are sub- 
ject to the same distinction and same rules as tie lines. 

ff 1832. Art. 23. Intercommunication and interior systems 

are subject to the same provisions as private branch exchanges. 

ft 1833. Art. 24. Long-distance terminals. — Amounts paid 
for a long-distance terminal, consisting of a special terminal 
loop from a local toll position or a long line switchboard to 
the subscriber's premises, and used only for long-distance calls 
at the regular toll, are not subject to the tax imposed by this 
section of the act. Messages transmitted over such wires are 
subject to the "message tax" provided for in section 500 (f). 

BASIS, RATE AND COMPUTATION OF TAX 

fi 1834. Art. 25. Basis, rate, and computation of the tax. — 

The tax imposed is to be computed at 10 per cent of the amount 
paid for the services specified. 

The amount paid includes the contract consideration and all 
additional charges therein provided, including salaries of opera- 
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tors if in the employ of the carrier, charges for equipment, 
instruments, and other apparatus, drops intermediate to the ter- 
minals, branch or "leg" lines, exchange service, and overtime 
service. It also includes charges for incidental actional ser- 
vice, including charges for "service connection," "termination," 
and "moves" when such are involved in the special service con- 
tracted for; such charges not involved in such special service 
are not subject to the tax. 

In the payment of any tax under this section a fractional 
part of a cent shall be disregarded unless it amounts to one-half 
cent or more, in which case it shall be increased to one cent. 
(Sec. 1313 of the act.) 

K1835. Art. 26. Computation of tax— Effective date,— The 
tax provided in section 500 (g) applies where (a) the amount 
paid for such service is paid after April 1, 1919, and (b) the 
service is furnished after April 1, 1919. Therefore, where 
leased-wire special service was furnished on or after April. 1, 
1919, but the consideration therefor had been paid prior to 
that date, the tax does not apply. Likewise, where such service 
was furnished prior to or on April 1, 1919, the tax does not 
apply, regardless of the date of the payment for the charges 
therefor. 

fl 1836. Art. 27. Computation of tax — Service performed be- 
tween a point within and a point without the United States. — 

When leased wire or talking circuit special service is furnished 
between a point or points within the United States and a point 
or points without the United States and there is in the contract 
no reasonable established division of charges as domestic and 
foreign, the tax shall be paid and collected upon the amounts 
paid for incidental services or facilities furnished within the 
United States plus that proportion of the general contract con- 
sideration as the wire mileage within the United States bears 
to the total wire mileage contracted for. Where there is a 
reasonable division of charges as domestic and foreign provided 
in the contract, the tax shall be paid and collected upon the 
amounts specified as payments for services or. facilities rendered 
within the United States. 

EXEMPTIONS / 
fl 1837. Art. 28. Exemptions. — Services to United States, 
the States, the District of Columbia, and to Foreign Diplo- 
mats. — The exemptions of services rendered the United States, 
a State or Territory and the District of Columbia, and foreign 
diplomats described in Articles 12 to 18 above, apply also to 
this section of the act. 
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fl838. Art. 29. Exemptions— Public press.— The tax: does 
hot apply to the amount paid for so much of such special 
service as is utilized in the collection and dissemination of 
news through the public press. "Public press" is not restricted 
to newspapers or to any particular portion of the product of 
printing presses. Magazines, periodicals, trade and scientific 
publications, published for the information of the public, are 
included. Organizations such as the Associated Press and the 
United Press are also included. 

"News" is a word to be liberally construed. Accounts of 
current events, public announcements, information relating to 
finance, science, commerce, religion, civic, or other public or- 
ganizations are held to be news. 

The exemption does not apply to the publisher or to the 
publication as such. The exemption applies only to the amount 
paid for so much of such service as is utilized in the collection 
and dissemination of news in th« public press. If, however, a 
contract between a person or company engaged in the collection 
and dissemination of news through the public press and a 
carrier provides for leased wire or talking circuit special service 
to be utilized exclusively in the business mentioned, the carrier 
is not required to collect the tax upon the amounts paid under 
such contract in the absence of actual knowledge on the part 
of the carrier that the service is being used for other purposes. 

The exemption has no application to the transmission of 
messages. 

ff 1839. Art. 30. Exemption — Services utilized in the con- 
duct of business of common carrier or telegraph or telephone 
company. — The tax does not apply to the amount paid for so 
much of such special service as is utilized in the conduct, by a 
common carrier or telegraph or telephone company, of its busi- 
ness as such. 

A common carrier is one who undertakes, for hire or reward, 
to transport the goods or person of such as choose to employ 
him from place to place. 

The exemption does not apply to common carriers, telegraph 
and telephone companies, as such. It applies only to the 
amount paid for so much of such service (leased wire or talking 
circuit) as is utilized in the conduct by a common carrier, tele- 
graph or telephone company, of its business as such. 

Where, however, a contract between a common carrier (or 
telegraph or telephone company) and a telegraph;' telephone, 
radio, or cable company provides for leased wire or talking 
circuit special service to be utilized exclusively in the conduct 
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of the business of the common carrier .(or telegraph- or: tele- 
phone company) .as .such, the telegraph, telephone, cable, or 
radio company is not required to collect the tax upon the 
amounts paid under such contract in the absence of actual 
knowledge on the part of the company that the service is being 
used for other purposes. * . 

The exemption does not apply to contracts which provide 
merely for the transmission of messages. Thus, Where a tele- 
graph or telephone company agrees by contract with a railroad 
to transmit, on frank or otherwise, the messages of such rail- 
roadi its officials, or employees, in a certain manner or upon 
certain terms, such a contract is a contract providing for the 
transmission of messages, and each such message is subject to 
the "message" tax. (See Art. 9 above.) No exemption exists 
by reason of such contract. The exemption applies only to 
leased wire special service utilized by a corrfmon carrier in the 
conduct of its business as such. Thus where a telegraph or 
telephone company agrees by contract to set apart a certain 
wire or wires for the use of a railroad ,in the conduct of its 
business as such, the amounts paid for such service are not 
subject to tax. A proviso in such a contract to the effect that 
when such wire or wires are not being used by the railroad 
they may be used by telegraph or telephone company for the 
transmission of commercial messages will not change the char- 
acter of the contract. 

PART III. 

PAYMENT, COLLECTION, RETURN, AND 
REMITTANCE OF TAXES 

[See Law, sections 501 (a), 502, and 1309, pages 310, 311, and 
373 respectively, Tax Book, Part II.] i 

1[ 1840. Art. 31. Payment of taxes.-— Taxes imposed 6y sec- 
tion 500 (f) and (g) shall be paid by the person from whom 
the carrier collects the charges for the services or facilities 
rendered. 

^T 1841. Art. 32. Collection of taxes. — All such taxes shall 
be paid to and collected by the officers, agents, or other em- 
ployees of the carrier to which the charges for the services or 
facilities are due. 

11 1842. Art. 33, Credit. — Where credit is extended by a 
carrier to a sender or addressee for the payment of charges 
for the transmission of a message, or to the lessee of special 
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service for the payment of charges for such service, and such 
charges are not paid, the tax nevertheless applies and the 
carrier is liable for the collection thereof. 

fl 1843. Art. 34. Records. — Records and accounts of tele- 
graph, telephone, radio, and cable companies showing records 
pf (1) all dispatches, messages, or conversations originating on 
the lines of such company, the charge for the transmission of 
which is over 14 cents, whether taxable or not, (2) of leased' 
wire and talking circuit special service rendered by the com- 
pany, and (3) evidences of the right of exemption of dispatches, 
messages, conversations, and special service upon which tax is 
not collected, such records to contain sufficient information to 
determine the taxability of the message or service and the 
amount of tax, if any, upon same, shall at all times be open to 
the inspection of officers of the Treasury Department. 

tf 1844. Art. 35. Returns — Contents. — The returns of a tele- 
phone, telegraph, radio, or cable company shall be rendered 
on Form 727 (Revised) and shall include (a) all taxable dis- 
patches, messages, or conversation originated by it or on its 
lines and (b) such leased wire or talking circuit special services 
as are recorded and accounted for by the reporting company 
and reflected in its billing records for the month, following its 
usual business routine. , 

Taxable messages which originate at the stations of rural 
or farmers' line associations and which are recorded and billed 
by the telephone company operating the exchange to which 
such stations are connected for service should be included in 
the return of said operating company. Taxable messages, if 
they originate at the station of such rural or farmers' line asso- 
ciations and are not recorded or billed by the operating com- 
pany, should be reported by such association. 

1f 1845. Art. Z6. Returns— When and where rendered.— 
Returns must be made for each calendar month. Such returns 
must be made under oath, in duplicate, and must be filed with 
the collector of the district in which the principal office or place 
of business of the company is located on or before the last 
day of the calendar month following the month for which the 
return is made. Where a return covers a tax of $10 or less it 
may be signed and acknowledged before two witnesses, instead 
of under oath. 

ff 1846. Art. 37. Extension of time. — Where it is found im- 
possible to make the proper return within the prescribed time, 
request may be filed with the collector for an extension of time, 
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and upon a proper showing the collector is authorized to fix 
a definite time in each instance, within which the return may 
be filed, such extension of time not to exceed 60 days. 

ff 1847. Art. 38. Remittance of taxes collected.— The tax is 
due and payable by the person collecting the tax to the collector 
of internal revenue at the time fixed for filing the return. 

CREDITS AND REFUNDS 

[See Law, sections 502, 1310 (a), and 1316 (a), pages 311, 373, 
and 376 respectively, Tax Book, Part II.] 

fl 1848. Art. 39. Credit for overpayment.— Any individual. 
corporation, partnership, or association that has paid to the 
collector of internal revenue, as a tax under section 500 of the 
act, any amount erroneously or illegally assessed or collected 
or any amount in excess of the amount of the tax actually 
imposed by that section for the month covered by that pay- 
ment, may claim credit for such overpayment against the 
amount of the tax imposed by that section which is due upon 
any other monthly return thereafter made in the same behalf 
on Form 727 (Revised). Such credit will only be granted, 
however, if, in making the claim, the instructions printed on 
the back of that form are carefully followed. 

IT 1849. Art. 40. Refund of overpayment. — Any individual, 
corporation, partnership, or association that has paid to the 
collector of internal revenue, as a tax under section 500 of the 
act, any amount erroneously or illegally assessed, or any amount 
in excess of the amount of the tax actually imposed by that 
section for the month covered by that payment, or any amount 
as a penalty for the collection of which there was no authority, 
may secure a refund of the amount so overpaid by filing with 
the collector to whom such payment was made a properly 
prepared claim on Form 46 (Revised). 

H 1850. Art. 41. Refund of overcollection.— Every individual, 
corporation, partnership, or association that has collected from 
any person, as a tax under section 500 of the act, any amount 
in excess of the amount of the tax imposed by that section 
actually due from such person, shall, upon proper application, 
promptly refund such amount to the person entitled thereto, 
even though such amount has already been paid over to the 
collector of internal revenue and no corresponding credit (see 
art. 39) or refund (see art. 40) has yet been secured. Any 
person making a refund of any payment upon which tax is 
collected under this section may repay therewith the amount 
of the tax collected on such payment. 
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PENALTIES 

fl 1851. Art. 42. Penalties.— The penalties provided for fail- 
ure or refusal to perform any of the duties imposed by section 
500 (f) and (g) are the same as those provided for failure or 
refusal to perform the duties imposed by section 500 (a), (b), 
(c), (d), and (e), as set forth in article 92, Regulations 49 r 
fi 1287, Supplement No. 14.. 

(1) Section 502 of the act specifically provides that the 
taxes under section 500 shall (without assessment by the Com- 
missioner or notice from the collector) be due at the time fixed 
for filing this return,. and* if the tax. is not paid at such time 
there shall be added as part of the tax a penalty of 5 per cent, 
together with interest at the rate - of 1 per cent for each full 
month from the time when the tax becomes due. 

(2) [See Law, section 1308 (a), page 372, Tax Book, Part 
II.] - 

(3) Section 3175 of the' Revised Statutes, as amended, pro- 
vides that in case of any failure to make and file a return within 
the prescribed time there shall be added to the tax 25 per cent 
of its amount. # 

(4) Section 3176 of the Revised Statutes, as amended, 
further provides that in case a false or fraudulent return is 
willfully made there shall be added to the tax 50 per cent of its 
amount. 

11 1852. Art, 43. Promulgation of regulations, — In pursuance 
of this provision of the act the foregoing regulations are hereby 
made and promulgated and all rulings inconsistent with them 
are hereby revoked. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 

Approved July 5, 1919: 
Carter Glass, 

Secretary of the Treasury, 
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ff 1853. List of forms recently released by the treasury de- 
partment. — Form 791. — Application for Release of Estate Tax 
Lien. This is used in cases where it is desired to transfer or 
sell some property and when the tax has been paid or provided 
for. Further instructions are one the form. See page 713 of 
the Tax Book. 

Form 792. — Certificate Releasing Estate Tax Lien. Certi- 
ficate received by taxpayer signed by the commissioner or a 
deputy commissioner for the purpose stated. 

Form 1097. — Report of Dividend Payments on Stock of Do- 
mestic and Resident Corporation During the Calendar Year 
1918. This report is to be made by the corporation specified 
for each person to whom they paid $100 or more in dividends 
during 1918. 

Form 1100. — Broker's Return of Customers' Profits and 
Losses During the Calendar Year 1918. This form must be 
used by every person or organization doing business as a 
broker on any exchange or board of trade or similar place of 
business and filed when required by the Commissioner of Inter- 
nal Revenue. A separate return must be filled in for each 
customer who transacted any business through the broker dur- 
ing the calendar year 1918. Form 1096 should accompany these 
forms. 

Form 1123.— Statement of Tax Due. This is a bill for the 
installment due September 15, 1918, on account of income, war 
profits and excess profits taxes for 1918. 
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ff 1854. Form of certificate in connection with sales of auto* 
mobile accessories by manufacturers.— An error was made in 
T. D. 2852 sent out by the Treasury Department. The follow- 
ing certificate contains two words (new) in bold face, which are 
not in the certificate in fl" 1484: 

FORM OF CERTIFICATE 

The undersigned hereby certifies that the tires, inner tubes, 
parts or accessories purchased hereunder are purchased with 
the intention of using them in the manufacture or production 
of new automobile trucks, automobile wagons, other automo- 
biles, motorcycles, tires, inner tubes, parts, or accessories or 
for the sale on new automobile trucks, automobile wagons, 
other automobiles, or motorcycles, or in connection therewith 
or with the sale thereof, or for free replacement under contract 
or guaranty. In case any of the tires, inner tubes, parts or 
accessories sold hereunder are diverted from this use, the pur- 
chaser will account for such tires, inner tubes, parts, or acces- 
sories to *. . ., the manufacturer thereof, at least 

once during each calendar year and will pay the tax thereon 
to him at the time such accounting is made. 

(Signed) 

1fl855. (See ff670.) T. D. 2892. When non-resident alien 
individual entitled to personal exemption. Under the subdivi- 
sions of Art. 307 of Reg. 45, ff 670 of Supplement No. 11, the 
following countries have been added: (a) Chile, Ecuador, 
Morocco, Nicaragua, Santo Domingo; (b) El Salvadore, Hol- 
land; (c) Costa Rica, Norway. [T. D. 2792, approved July 17, 
1919.] 

EXCISE TAXES 

(T. D. 2893) 
IT 1856. Page 795, T. D. 2893. The following synopsis of 
rulings of the Commissioner of Internal Revenue on questions 
arising under the Revenue Act of 1918 is published for the 
information of revenue officers and others concerned. 

ADMINISTRATIVE PROVISIONS 

ffl857. (1) Use of stamps issued under prior Revenue 
Acts. — Proprietary stamps prepared and distributed under 
authority of section 22, Act of October 22, 1914, can not legally 
be used for payment of taxes imposed by section 907 of the 
Act of February 24, 1919. Documentary stamps prepared and 
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distributed "under authority of section 22 of the Act of October 
22, 1914, and section 805 (a) of the Act of October 3, 1917, 
may be legally used for payment of taxes imposed by section 
1107 of the Revenue Act of 1918. 

fl 1858. (2) Special tax delinquencies. — If a special tax 
became due and delinquency accrued prior to February 25, 
1919, the penalty attaching will be 50 per cent of the amount 
of the tax, which is the penalty imposed by statutes in force 
prior to that date. If delinquency as to special tax accrues on 
or after February 25, 1919, the penalty attaching will be the 
2S per cent penalty imposed by the Revenue Act of 1918. 

BEVERAGES SOLD IN BOTTLES OR OTHER 
CLOSED CONTAINERS— Section 628 

U 1859. (1) Credit for freight charges*— Article 11 of Regu- 
lations 52, fl 1352, is supplemented by adding thereto the 
following: 

In cases where the manufacturer, producer, or importer 
of the beverage pays the freight on the return of contain- 
. ers the freight so paid will be considered as part of the 
amount actually refunded to the purchaser for the return 
of the container. The affidavit required shall state the 
number of containers sold since February 24, 1919, the 
number of containers upon which refund has been allowed, 
and the total amount of money refunded for the return 
of such containers. A credit for refund can not be allowed 
for a greater number of containers than was sold since 
February 24, 1919, but it will not be necessary to identify 
the containers returned as the specific containers sold 

since that date. 

SOFT DRINKS, ICE CREAM. AND SIMILAR ARTICLES 

Section 630 

tf 1860. (1) Ice cream with meals. — The last two sentences 
of Article 4 of Regulations 53, fl 1334, are hereby amended to 
read as follows: 

Sales of jce cream, soft drinks, and similar articles of 
food or drink are not taxable when made in the regular 
course of business at a hotel, restaurant, cafeteria, lunch- 
room, or clubhouse, unless such articles are sold separate 
and apart from meals. Ice cream sold with any substantial 
afticle of food at such places is not taxable. All sales, 
however, of ice cream, soft drinks, and similar .article* 
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at a soaa lountain or in an ice-cream parlor are taxable 
- • >-even though sold as a. part of a meal. 

ff 1861, (2) Beverages taxable. — Article 6 of Regulations 53, 
fl 1336, is supplemented by adding thereto the following: 

The tax imposed by section 630 does not apply to 
beverages or soft drinks taxable under section 628 when 
served directly from a bottle or other closed container at 
a soda fountain or soft drink dispensary. Any article so 
served, which is in a form suitable for consumption as a 
beverage, or is in such form that it can be converted 
into a beverage by the consumer by merely adding water 
or water and sweetening, thus making it available for 
immediate consumption, and advertised and held out as 
adaptable for such use is taxable under section 628 and not 
under section 630. Where such an article is compounded 
or mixed with carbonated water, flavors or other ingre- 
dients at a soda fountain or soft drink dispensary it is 
further taxable under section 630. 

ff 1862. (3) Sales by post exchanges, municipalities, etc. — 

The following article is hereby added to Regulations 53. [See 
If 1348.] 

Art. 20. Sales by post exchanges, municipalities, etc. — 

The fact that the proceeds of sales of ice cream and soft 
drinks inure exclusively to a municipality, post exchange, 
the Red Cross, War Camp Community Service, Y. M. 
C. A., Y. W. C. A., Knights of Columbus, or similar 
institution, can not on any theory render such sales 
exempt from the tax, for the tax is imposed on the person 
paying for such articles and not upon such institution. 

EXCISE TAXES ON SALES BY THE MANUFACTURER 

Section 900 

fll863. 0) Articles consigned to retailer. — The last sen- 
tence of Article 8 of Regulations 47, fl il33, is hereby amended 
to read as follows: 

Where a manufacturer consigns articles to a retailer, 
retaining ownership in them until they are disposed of 
by the retailer, the manufacturer must pay the tax upon 
the basis of the manufacturer's selling price on all goods 
sold to the retailer, as shown by reports to be procured 
by him monthly from the retailer. 

ff 1864. (2) Tires, inner tubes, parts, or accessories. — Arti- 
cle 14 of Regulations 47, If 1139, is supplemented by adding 
thereto the following: 
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The words "tires, inner tubes, parts, or accessories" 
shall be understood to embrace only such . tires, inner 
tubes, parts, or accessories as have reached such a stage* 
of manufacture that they constitute- articles commonly or 
commercially known as "tires, inner tubes* parts, or acces- 
sories," and shall not be understood to embrace raw mate- 
rials used in the manufacture of such articles* Unvulcan- 
. tzed sheet rubber, liquid vulcanized rubber cement, and 
friction fabrics are considered to be raw materials and are 
exempt from tax. 

1f 1865. (3) Definition of chassis and parts^The last two 
sentences of Article 15 of Regulations 47, H 1140, modified by 
T. D. 2852, fl 1484, are hereby further modified to read as 

follows: • < ■ 

A chassis provided with a superstructure of such 
design that it is without substantial additions adaptable 
for hauling heavy loads is an "automobile truck" or 
"automobile wagon," and taxable at the rate of 3 per 
cent* when sold by the manufacturer thereof. A chassis 
not so equipped is an "other automobile" or a "part" 
taxable at the rate of 5 per cent when sold by the manu- 
facturer thereof unless' (1) the manufacturer has actual 
knowledge from the construction of the • chassis which 
he sells that it is to be used as ah automobile truck or 
automobile wagon or has in his possession at the time 
the chassis is shipped or sold (whichever is prior) an 
order 6r contract of sale with a certificate of the pur- 
chaser in writing, printed thereon or permanently attached 
thereto, showing that the chassis specified in the order 
is to be. so used, in which case the chassis will be taxable 
at the rate of 3, per cent when sold by the manufacturer 
thereof; or (2) unless the manufacturer has in his posses- 
sion at the time the chassis is shipped or sold (whichever 
is prior) an order or contract of sale of the purchaser in 
writing, printed thereon or permanently attached thereto, 
showing that the chassis specified in the brder is to be 
used in the further manufacture of an automobile truck, 
automobile wagon, or other automobile, in which case 
the chassis niay be sold as a "part" free from tax if the 
purchaser furnishes the certificate provided for in Treasury 
Decision 2852, fl 1854, for purchasing parts tax free. 

In the case of a chassis which is. taxable as an auto- 
mobile truck or automobile wagon at the rate of three 
per cent, or in case the chassis is taxable as an "other 
automobile" at five per cent, the manufacturer of the 
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chassis must return the tax to the government in all 
instances. ; In case 7 the 'purchaser f of the' chassis reim- 
burses the tax to rtie : manufacturer and further completes 
the chassis by the atedttibta of a body and sells the com- 
pleted automobile' 1 truck or 'anitomobile "wagon or' other 
automobile, the tax must 'be paid On the selling' price of 
the "complete j automobile trtick, automobile wagon, or 
other ; a i utdmobile i 'less any tax already reimbursed to the 
manufacturer' of the chassis. 

A body being a part, a taxpayer who purchases stfch 
.aii article' for tree ;iii> farther, manufacturing an automobile 
. truck; autom6bile . wagon, or other automobile may pur- 
chase it-tax exempt -by furnishing the certificate provided 
for in Treasury Decision 2852 for purchasing parts tax 
free.. After the, date, of .the approval of this Treasury 
Decision* unless the certificate proyided for in Treasury 
Decision. 2852, If 185,4,, (for the purchase- of tires, inner tubes, 
parts, or accessories tax, free is furnished with, tljie order, 
in all: cases where a subsequent manufacturer, reimburses 
the, prior manufacturer for tax*, if such subsequent manu- 
facturer uses such tires, inn$r tubes, parts, or accessories 

*-.f i* .• «j . 

in. the manufacture of an automobile truck, .automobile 
wagon, other, automobile, motorcycle, tire,, inner tube, 
part, or accessory, he must take credit for the tax. so 
reimbursed in .the same manner as is. provided in the case 
of a chassis. 

The term "superstructure" is deemed to mean any 
chassis frame, of steel or wood or other material which 
is adaptable by the addition • of a few bolsters or planks 
for carrying, a heavy load. • >;.; 

If a person, partnership, or corporation manufactures 
for sale separately parts or accessories and is also engaged 
in the business of repairing and rebuilding automobiles, 
automobile trucks, automobile wagons, other automobiles 
or motorcycles, such parts or accessories used for repair 
or rebuilding, purposes are subject to taxation upon the 
amount charged for the entire job, unless the amount 
charged for the parts so used is billed separately, in which 
case the tax will attach to the sale price of the parts 
only. A person, partnership, or corporation doing strictly 
a repair business and manufacturing only such parts as 
are needed for an immediate job is not subject to the tax 
imposed under section 900, such parts being exempt. 

fl 1866. (4) Parts or accessories. — Article 16 of Regulations 

47, f 1141, is supplemented by adding thereto the following: 
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♦ Parts or accessories for automobile trucks, automobile 
wagons, other automobiles, ' or motorcycles primarily 
adaptable lor use on or in connection therewith when 
sold for any other purpose are not taxable provided the 
purchaser files with his order a statement that such parts 
or accessories are to be used on or in connection with 
another article of commerce not enumerated or included 
in subdivisions (1), (2) or (3) of Section 900. For example, 
a self-starter primarily adaptable for use on an automobile, 
if sold to a manufacturer of motor boats, such manufac- 
turer stating' in his order that it is to be used in the manu- 
facture of a motor boat and not upon an automobile, id 
not taxable. 

H 1367. (5) , Player, pianos.— -Article 17: of Regulations 47, 
If 1142, is supplemented , by adding. thereto the following: 
A player piano is a piano. < 

11 1868. (6) Fitffaing tackle.— Article 18 of Regulations 47, 
111143, is supplemented by adding thereto the following: 

Rods and reels and rod and reel cases are the only 
fishing tackle subject to tax. 

1F1869. (7) Chewing gum.— Article 19 of Regulations 47, 
If 1 144, is supplemented by adding thereto the following: 

Chewing* gum is taxable uqder section 900 regardless 
of the fact that it may be advertised or held out as having 
medicinal properties. It is not taxable under section 907 
as a medicinal preparation. r 

IT 1870. (8) Liveries.— Article 29 of Regulations 47, 1J1154, 
is amended by adding thereto the following: 

A chauffeur's uniform is not taxable as a livery unless 
it has some distinctive characteristic to distinguish it from 
civil dress. For example, a sack coat or double-breasted 
overcoat, buttoned to the neck, with shield front, is tax- 
able as a livery. 

1f 1871. (9) Fur goods.— Article 31 of Regulations 47, If 1156, 
is supplemented by adding thereto the following: 

When a manufacturer sells an article made of fur 
(in which fur is the component material of chief value) 
that is not entirely finished and ready to wear to another, 
manufacturer who completes and sells the article in its 
finished state, the first manufacturer is liable to tax upon 
the basis of his selling price to the second manufacturer. 
The second manufacturer is also liable to tax upon the 
selling price of the finished garments (in which fur is the 
component material of chief value) though he is entitled 
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to a credit for any tax which he has reimbursed to the 
first manufacturer upon the fur article sold by him. Thus, 
a manufacturer of fur collars and cuffs and unfinished fur 
trimmings is liable to tax under section 900 upon the 
selling price of such article. A manufacturer of a cloak 
or suit who sews any of the above fur articles to a gar- ' 
ment, if such collar, cuffs and trimmings are the com* 
ponent material of chief value, is also liable to tax upon 
the selling price of the entire garment. He is entitled 
to a credit for any tax which he has reimbursed to the 
first manufacturer upon any article forming a component 
•part of the article sold by him and in respect to which a 
tax is paid by him. 

H1872. (10) Toilet soaps.— Article 33 of Regulations 47, 
tT 1158, is supplemented by adding thereto the following: 
Soaps and soap powders advertised and held out as 
suitable for toilet purposes or for application to the body 
or part of the body as cleansing agents are taxable under 
section 900 regardless of whether they are advertised 
or held out as having medicinal properties. Medicated 
toilet soaps are not subject to tax under section 907 as 
medicinal preparations. 

WEARING APPAREL— Section 904 

fl 1873. (1) Military hats and caps.— The first paragraph 
of Article 24 of Regulations 54, fl 1402, is supplemented by 
adding thereto the following: 

Military hats are taxable if sold for a price in excess 
of $5.00 each. 

The first paragraph of Article 25, If 1403, is supplemented by 
adding thereto the following: 

Military caps are taxable if sold for a price in excess 
of $2.00 each. 

IT 1874. (2) Surgical elastic hose.— Article 28 of Regula- 
tions 54, fl 1406, is supplemented by adding thereto the fol- 
lowing: 

Surgical elastic hose used for the purpose of giving 

relief to or strengthening weak or injured limbs are not 

taxable, even though made of silk. 

fl 1875. (3) Abdominal belts and supports. — Article 30 of 
Regulations 54, fl 1408, is supplemented by adding thereto the 
following: 

Abdominal belts and supports are not taxable as under- 
wear. Corsets made for abnormal and deformed figures 
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arc subject to tax as underwear, unless made to be worn 
as a remedial agent upon the order or prescription of 
a physician or surgeon. 

JEWELRY— Section 905 

fl 1876. (1) Articles consigned to dealer.— Article 3 of 
Regulations 48, fl'1291, is hereby amended to read as follows: 
Art. 3. Tax payable by vendor. — The tax is to be 
paid by the vendor on all sales made direct by him or 
through an agent, whether a sales agent, broker, or auc- 
tioneer. In the case of articles taxable under section 905, 
where an article is consigned to a dealer the taxable sale 
is that made by the consignee provided the article is sold 
for consumption or use. 

IT 1877. (2) Gifts.— Article 5 of Regulations 48, If 1293, is 
supplemented by adding thereto the following: 

No tax attaches to the gift of an article which if sold 
would be taxable. Premiums given in return for wrappers, 
labels, coupons, trading stamps, or other scrip are not 
considered as gifts. 

J[ 1878. (3) Articles made of or ornamented, mounted, or 
fitted with precious metals, or imitations thereof, or ivory.— 
Article 24 of Regulations 48, fl 1316, is supplemented by adding 
thereto the following: 

Eyeglasses and spectacles with frames or mountings 
made of or ornamented, mounted, or fitted with precious 
metals or imitations thereof or ivory are subject to tax. 
The tax attaches to the selling price of the complete 
article, including frames, mountings, and lenses and also 
to the charge for examination unless this is billed as a 
separate item. No tax attaches to the sale of lenses 
separate and apart from the frames or mountings. 

Shoe buckles not attached to shoes are taxable as 
jewelry under section 905 regardless of the material of 
which made if they are ornamented, mounted, or fitted 
with pearls, precious or semi-precious stones or imitations 
thereof. Shoe buckles made of or ornamented, mounted 
or fitted with precious metals or imitations thereof or 
ivory are taxable under section 905. When shoe buckles 
are attached to shoes the tax of 10 per cent, imposed by 
section 904, attaches to so much of the sales price of 
the shoes and buckles as is in excess of $10 per pair. If 
the sales price is not in excess of $10 per pair no tax 
attaches. 

Fountain pens equipped with gold pen points are tax- 
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able on the total price for which such pens are sold. , 

"fl 18Z9. (4) Repairs.— Article 28 of Regulations 48, fl 1319, 
is supplemented by adding thereto the following: 

Repairs which are merely such as to put the article in 
a serviceable condition as originally sold and which do 
not increase the original value of the article repaired, 
even though such repairs involve the addition of precious 
metals or imitations thereof, or ivory, are not taxable 
under section 905. However, repairs involving the addi- 
tion of precious metals, or imitations thereof, of ivory, 
not falling in the above class, or pearls, precious and 
semi-precious stones and imitations thereof are taxable 
upon the price of the added parts, which will be presumed 
to be the price charged for the job unless the contrary 
is shown. - 

MEDICINAL ARTICLES— Section 907 

1(1880. (1) Articles given away as free samples.-^Article 
5 of Regulations 51, ft 1426, is supplemented by adding thereto 
the following: -■,.«• . ■ 

Articles given away as free samples, are not subject 
.to, tax if a notation- is made on' the package that the article 
is not to be sold for consumption or use, but is a free 
sample. If- an article taxable under section 907. is given 
away free with the purchase of another article taxable 
under this section the tax shall be computed upon the total 
amount pair} and the .proper amount of stamps affixed to 
the package^ .■>... 

When, a dealer dispenses bromo seltzer, seidlitz, pow- 
ders, etc., to customers,, he will be considered the con- 
sumer and must affix the proper stamps to. the bottle. 

% 188L (2) Sales to the United States or a State:— Article 
8 of Regulations '51, 'fl 1429, is hereby* amended to read as 
follows:".' ' .: •.,■;'>'« t * •■. -' ■.i'< >.\ , \ 

Articles sold- to the -United 'States or to a- : Statte 6r a 
political .subdivision thereof 'for use in* carrying on its 
-'governmental operations are not taxable. 

ff 1882. (3) Cough Drops.— Article 'lo^'of' Regulations 51, 
If 1437; is supplemented by addftfg thereto the following": :"' 
" '(e)' Where cough flro'ps are held out of recommended 
as remedies or specific's for a told or arfedtioiti'of tne 
throat and are sol9 by Vr for a dealef'of his estate, for 
consumption or use, such sale is subject to a tax' of 'I cent 
f£r feach 25 cents' or' fraction thereb'f of trie amount 1 paid 
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for the cough drops. If two or more packages of cough 
drops, troches, or lozenges recommended as a remedy* for '. 
a epki or for an affection of the throat are sold for 25 
cents or less the tax collectible is 1 cent, * provided the 
container or wrapper in which the packages are sold bears 
the requisite tax stamp or stamps. 

fi 1883. . (4) Serums, vaccines, etc.— Article 17, subdivision 
(d), of Regulations 51, If 1438, is supplemented by adding thereto 
the fqllowing: 

Chemical preparations such as serums, vaccines, anti- 
toxins, and salvarsan when prepared by open formulas 
advertised to the medical profession only and the labels 
and directions indicate use only by the medical profession, 
are exempt from tax. ., 

SPECIAL TAXES 
Section 1001 (11) [Page 349 Part II., Tax BookJ 

U 1884. (1) Motor busses. — A person operating motor 
busses along established or. recognized routes, charging patrons 
a. fixed charge per ri4e, is carrying on a business of operating 
passenger automobiles for hire, and is, therefore, r liable to. the 
tax imposed by subdivision (11) of section 1001. . . 

ff 1885. (2) Automobite hearses and ambulances.— An auto- 
mobile, hear &e or, t ambulance, eyen though having a. seating: 
•capacity for more than, two, persons, operated for hire,.. is not 
a passenger automobile subject to tax , under the- provisions 
of subdivision (11) of section 1001. However, passenger auto- 
mobiles for hire .in conveying persons to funerals are, subject 
4o tax under eubdivisipn (11) oi section 1001,. [T, D M 3j893,. ap- 
proved July 17, 1919.] : •:» v;... i. . / r,,t< t.»* 

STAMP TAX '" M"-' h.: 4 -.- 

.. .. :# ,,.., , . , (T,. a 4g?i) ., , ,, r , ,..,/ if ; 

f * s tf 1686. Page 885. r < T. • D. 289 1 . Additional . regulation; re- 
latingq to stamp tax* • on- foreign tin sura ace < policies ♦ u-mJen » sub- 
division 1 . *5 6fi Schedule f A; /Title XI.^ Revenue*. Act /©I nl918, 
f stsppieiit©nbng ' Regulations! Nio. 5S,iSuppleniehit No/ 2ftv- 
Tc* Collectors^ ' of ' Internal' Revenue* and .others aontetfi|ed* i 

Subdivision* 15, Schedule: A, nTitlerXjr., Reveaiie Aet : Df 1918, 
'pfdvib*es':'> '1.' "« 1 « ..»''* '•«'• M»'V"ni -» in. ..<-.. n if . F 

'*' "! "(See Law/paWe- 363'; Part H.VTa^'BWolt'r 1 ^IlitfoMdw- 
*' ^ing'regtrTatioris r%larrh& t^'th'e^ sta-^t^,'un^^<tlrt ttfe«ve 
' ^ku^cflvisten; are fssiied^s'asub'Sffrtbie^or-Arf. lS6t>f Regtl- 
' 4 ktio**r'Nor55,<1|M7e7j 'V-.-f^; ».vm« : * m.-.i 3 ,n~ <i; 
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if 1887. Art. 156. (1) Definitions. —When used in these 
Regulations: 

(a) The term "insurer" includes any person, copartner- 
ship, association or corporation transacting the business of 
insurance, arid also* any agent or broker, wherever applic- 
able; 

(b) The term 'insurance" includes every manner of 
■" providing indemnity against risks upon property of any 

description (including rents and profits) from peril by sea 
ot inland waters or in transit on land (including trans- 
shipments and storage at termini or way points) or by fire, 
lightning', tornado, windstorm, bombardment, invasion, in- 
surrection, or riot; 

(c) The term "policy of insurance" includes any instru- 
ment by whatever name the same is called whereby insur- 
ance is 5 raade or renewed by th,e insurer, as policies, binders, 
certificates, open policies, covering notes, memoranda, cable- 

>' grams or letters; 

(d) The term "other instrument" includes any instru- 
ment by which insurance is made or renewed, i. e., by which 
the relationship of insurer and insured is created or evi- 
denced, whether it be a letter of acceptance, cablegram, ot 
other instrument by whatever name called; 

(e) The expression "whereby insurance is made or re- 
' newed" includes any evidence or confirmation of a binding 

contract of insurance whereby a risk is assumed by the 
insurer; 

(f) The term "issue" means the act whereby insurance 
is made or renewed or in any manner becomes a binding 
contract effective for insurance; 

(g) The term "premium charged" means the total 
premium payable during the life of a contract of insurance 
and shall include any additional assessment or charge in 
the nature of a premium which may be assessed or charged 
during the life of a contract of insurance, whether payable 
in one sum or in installments and however paid (and though 
never paid if the contract of insurance be delivered and 
accepted or otherwise becomes binding upon the insurer) ; 

• (h) The term "premium" means the agreed price for 
assuming and carrying the risk. It includes all that is 
received by tfie underwriter therefor and is in fact the total 
coneideration receivable for underwriting the risk, whether 
in one sum or in installments, during the life of the policy; 
(i) The term "United States" includes the States of the 
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United States, the Territories of Alaska and Hawaii, and 
the District of Columbia. 

1F 1S88. (2) Effective date— Policies of insurance which 
are issued and accepted on ami after April 1, 1919, regardless of 
when the insurance thereunder becomes effective, are subject 
to tax; but policies which were issued arid accepted prior to 
April 1, 1919, if issued in the usual course of business and 
according to general Custom and not for the purpose of evading 
the tax. are not subject to tax. 

IT 1889. (3) Persons liable.— The insurer, the agent, or 
broker, effecting, accepting, placing or soliciting the insurance, 
and also the insured are each liable for the fax; 

tf 1890. (4) What instruments must bear a stamp. — 

(a) The stamp must be affixed to the first instrument 
by which the insurance is made or renewed, i. e., by which 
the relationship of insurer and insured is created or evi- 
denced, whether it be a letter of acceptance, cablegram, or 
other instrument by whatever name called; 

(b) In the case of so-called "open policies" or "open 
cargo covers," where the amount of the premium is not 
definitely determined at time of issuance, the stamps may 
be affixed to the receipts for monthly or other payments 
if proper notation be made upon such receipts identifying 
the original instruments to which they apply; 

(c) In the case of a binder or other instrument whereby 
insurance is made or renewed, issued without agreement as 
to the premium to be charged, stamps must be affixed when 
the amount of the premium is determined. 

If 1891. (5) Insured to retain policy for two years. — The 
person having control or possession of a policy of insurance 
or other instrument to which documentary stamps shall be 
affixed according to law shall retain such instrument for the 
period of two years from the date of issuance thereof, for the 
purpose of enabling internal revenue officers to verify the fact 
that payment of the full amount of tax due thereon has been 
made. 

tl 1892. (6) Subsequent instruments shall indicate prior 
document to which stamps are affixed.— Any policy of insurance 
or other instrument which is subsequent to or which confirms 
a contract of. insurance that is created or evidenced by any 
prior instrument by which insurance was originally made or 
renewed, shall bear a notation designating such prior instru- 
ment (hereinafter : referred to as the original instrument) and 
"showing thai the proper stamps have been affixed thereto and 
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canceled. ' By this is meant thai, . if a letter, cablegram', or 
other instrument is so worded that it establishes at evidences 
a contractual. -relation .between. the insurer and the insured, 
executed or executory, by which insurance is made or renewed, 
or by which the relationship; of insurer and insured is, created 
or evidenced, such instrument shall be construed as the original 
instrument, and must have stamps of the proper amount affixed 
to it, and any policy or other instrument which is subsequent 
to or which confirms such original instrument must bear thereon 
the notation above indicated. ■-■■,-. 

U 1893. (7) Subsequent instruments that must be stamped. 
— In case an instrument subsequent to the original instrument 
provides for the payment .of a premium greater than the 
premium provided for in the original instrument, such subse- 
quent instrument must have affixed thereto stamps equal to the 
tax imposed upon the additional premium charged therein; also 
such subsequent instrument must bear notation of the stamps 
affixed to the original instrument (see (6) ).. The same rules 
apply .to any riders, endorsements, or other .forms attached 
to or forming a part of any original or subsequent instrument 
where such .rider, endorsement,, or other form, provides for 
the payment of a premium greater .than theretofore, charged. 

■ iy 1-894.- (8); .Unstamped., instruments and those bearing no 
notation of stamping^-HFaiJure (a) to. stamp Jbe original instru- 
ment by winch insurance is made or. renewed, whether it be 
a letter of -acceptance, cablegram, or. other instrument, by what- 
ever napie called,, or (bit to indicate, that. such, original. instru- 
ment was properly, stamped on any. .polic.y.,or.pt]ie.r,, instrument 
which, i^ subsequent v t0[ pr . w^hich tanfirnisj the- contract of 
insurance -that is created or.eviilciiced. ny 'jury, prior instrument 
by which jnsuranc.e was.made or renewed,, wi)!, bfe held, to, raise 
a presumption, .of an intent to.eyade the payment.pf la* tfpder 
the provisions. of the ^ct ; , ..., ., r „ -■, . .' %l ..... ....[' 

U18°S, A9) Meaauic of .fa*-— tbft-tox is measured hy, total 
premium paid,; "including, any .*44^ipnpJ : assessment, or, , charge 
in the nature of a premium on each policy of insurance or ojjier 

ff jHP iwwa. nc ?m» W* !MJ& ae ?f. d > ***•, '" at 
■J fi?»ti on .ea,c^-.doVff .o^-^ac^qnaj ^arLt^repi 
nyum; for. example, upon , a premium charge of 
^.^nppsod.-jS 33 -cents, being 3, : centj.^'r. each 
..Cejijs, for. thjj. > fra.ctiona ! l n»rt of a.'dblja,^ ... \ <r (j 
l«),.,Insusa««.flp .commodities, **porffid.--~, ... . 
I "£ - 'la> ^N-o' tax 'is .imiM&ed) upon! ^he ipremrint charged Jor 
i'. issfiedulwi eoveh' - commodities which,i!ar«i-ij»/i the 
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actual process of exportation and which have begun their 
voyage or preparation for the voyage from the United 
States; 

(b) If a policy or other instrument is issued covering 
both export and non-export property, the tax will be com- 
puted upon the full amount of the premium charged, unless 
such instrument dearly indicates the property for export 
and the premium charged for the insurance thereon... 

IT 1897. (11) Movable property. — Movable property such 
as rolling stock of railroads, ships, vessels, barges, and other 
similar movable property, shall be held to be property within 
the United States if the principal place of business of the 
corporation or partnership, owning and controlling the same, 
is located within the United States, or in the case of an individ- 
ual, if he resides in the United States, unless such property 
is permanently located without the United States for the pur- 
pose of ordinary use. The nation of registry of a T vessel shall 
have no bearing upon the location of the property in the same. 

If 1898. (12) Credits and refunds. — In case a policy of 
insurance or other instrument is issuec} and accepted by the 
insured, and afterwards, for any reasbn, such insurance does 
not become effective; the value of the stamps affixed, thereto 
will be refunded upon a proper claim presented to the collector 
of internal revenue. 

If 1899. (13) Penalties. — In a.dditiqn tp the penalties pro- 
vided by section 1102 of the Revenue 'Act of 191 8^ subdivision 
15 of Schedule A, imposes a. penalty of double the amount of 
the. tax upon (a) any person to or for whom or. in wjiose 
na,me any such policy, or. other instrument is issued; or (J>), any 
solicitor, agent, or broker (acting for or on behalf of , such 
person in the procurement of any such policy or other instru- 
ment, who fails to affix the proper stamps to such policy or 
other instrument, 'with intent to evade the tax. 

fl 1900. (14) Returns.— No monthly return or ' monthly 
statement showing, a list of policies, or other instruments by 
which insurance was made or renewed upon property 'located 
in tl>e United r Sjates .by, a^ foreign , corporation or partnership 

• or nontresideni. individual, will, at this time be required from 

• any person to or • for whom, or in wjiosc. name su,ch , policy ( or 
'other instrument is*, isfeued, or- from the solicitor or (xrqker 

acting dinectty or indirectly for <or on behalf of such pterpojvbut 
each person; solicitor, or broker accepting, placing, oasoJidtiag 
sudh polic^'or other' instrument Sfhall 'toeiep a record J of* each 
policy or other ' instrument subject "to the ta* impofeeu' b^* this 
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subdivision by which he has directly or indirectly made, placed, 
solicited, or assisted in the making, or renewal of, such insur- 
ance, or for which he has paid or received compensation, and 
shall be prepared to furnish full information to the Commis- 
sioner at any time upon demand. [T. D. 2191, approved July 
17, 1919.] 

H 1901. T. D. 2896. Corporation excise tax under Law of 
August 5, 1909— Decision of court.— "Paid-up capital stock," as 
used in section 38 of the Act of August 5, 1909, means such 
an amount received by the corporation as does not exceed the 
par value of the outstanding shares, plus the amount received 
for any part-paid stock; it does not mean the aggregate amount 
(whether more or less than the par value) received by the 
corporation for the shares, the full-paid stock receipts, and 
part-paid stock receipts issued by it. [T. D. 2896, approved 
July 21, 1919.] 

fl 1902. List of forms recently released by the Treasury 
Departments — Form 704 — Sixty-Day Notice. Estate of resi- 
dent. See page 696 of the Tax Book. Full instructions are 
contained on the form itself. 

Form 705 — Sixty-Day Notice. Estate of non-resident. 
Practically the same as Form 704, but only property situated 
in the United States is included. 

Form 1065-A — Partnership and Personal Service Corpora- 
tion Income Tax Return for Calendar Year 1919 or for a fiscal 
year ending in 1919. This return is practically the same as 
Form 1065. See fl 1374-1376. 

fl 1903. Tax on admissions; bathing pavilions. — In reply to 
your letter of July 14, you are advised the charge for admis- 
sion to a bathing pavilion for the purpose of disrobing and 
donning a bathing suit is not taxable. 

Where there is a charge for people not bathing to enter 
and sit on the beach, and the admission to the pavilion allows 
the bathers the same privilege, the bathers must pay a tax of 
one cent for each ten cents or fraction thereof of the admis- 
sion price charged to persons not bathing. [Letter to Virgil 
P. Ettinger, signed by James Ml Baker, Deputy Commissioner, 
dated July 24, 1919.] 

If 1904. Page 666. Capital stock tax returns. — In reply to 
your letter of July 17, 1919, requesting information with regard 
to the preparation of capital stock tax returns covering the 
taxable period of July 1, 1919, to June 30, 1920, you are 
advised that the regulations provide that income and excess 
profits taxes are proper deduction from net income reported 
under Exhibit C, even though they are not actually paid as 
of the date on which fair value is determined. These taxes 
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are also deductible under Exhibit A where the amount is 
actually determined, even though the reserves have not been 
set aside to cover the amount [Letter to Prentice-Hall, signed 
by J. Hagerman, Deputy Commissioner, dated July 23, 1919.) 

111905. T. D. 2889. Articles 13 and 15 of Regulations 49, 
K 1194 and 1196, and hereby amended to read as follows: 

Art. 13. Taxable charges— in-transit privileges. — It is the 
practice of some carriers in the collection of taxable charges 
in connection with in-transit privileges to collect the local 
rate to the transit point and upon reshipment to refund such 
local rate, and then assess the through rate from point of 
origin to final destination, while it is the practice _of other 
carriers in the collection of such charges to collect the local 
rate to the transit point and at the time of reshipment from 
the transit point to assess the balance of the through . rate. 
Various other adjustments of charges are common in connec- 
tion with in-transit privileges. . 

No exemptipn, adjustment, or refund of tax on charges paid 
for the transportation of property from the point of origin to 
the transit point is permissible. When a shipment of property 
moving in commerce, although it may be intended for ulti- 
mate exportation, reaches a place in the United States where, 
at the instance of the shipper or his agent, it is stopped for 
business purposes, private sale, storage, grading, sacking, or 
manufacture, and not in necessary delay or accommodation 
to the means of transportation, the movement is complete and 
the tax attaches on the amount paid Cor the transportation. 

Art. 15. Charges on property shipped for export and actu- 
ally exported exempt from tax* — Amounts paid for the- trans- 
portation of. property in course of exportation to foreign ports 
or places are held to be exempt from the tax imposed by 
section 500 of the Revenue Act of 1918. 

Property is in course of exportation when it has been started 
on voyage or delivered to the carrier for transportation to 
a place beyond the boundaries of the United States. The 
movement must be continuous — 'there must be no "break" in 
the movement, the property must not come "to rest." In case 
there is a "break" or the property does come "to rest" at any 
point in transit, the first movement is a complete domestic 
movement and amounts paid for the transportation are tax- 
able and not subject to exemption, adjustment, or refund. If 
the property, at the point where the "break" occurred or where 
it had come "to rest," is subsequently started on voyage or 
delivered to the carrier for continuous shipment to a foreign 
place and no "break" afterwards occurs or the property dees 
not again come "to rest," the export movement is the one 
from the point where the shipment was broken or the property 
had come to rest, and amounts paid for its transportation 
between the point where the last break occurred or it had come 
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to rest and the point of export are exempt from tax if the 
requirements of this regulation are strictly complied with. 

A "break" occurs or property comes "to rest" when a ship- 
ment mdving in commerce, although it may consist pf articles 
or products manufactured or produced for export, and w^ich 
the shipper, producer, or manufacturer intended for exporta- 
tion, reaches a place in the United States where at the instance 
of the shipper 6r' his agent it is stopped, for a business pur- 
pose, private sale, storage, grading, sacking, reshipment, or 
manufacture and not in necessary delay or accommodation 
to the means of transportation. 

"In course of exportation" determined by facts. — To secure 
exemption from tax on amounts paid for the transportation 
of property in course of exportation, it is necessary that proof 
of the continuity of the movement and its export character 
be submitted. Neither the intent of the shipper nor the ship- 
ping documents alone are decisive as to the character of a 
shipment. It may be that a shipper intends that property mov- 
ing in commerce ultimately will go into the export trade, but 
before being exported he intends it will be subjected to manu- 
facture and the shipper might think the movement from the 
point of origin to the point of manufacture a part of the ex- 
portation movement, while the facts show it to be clearly 
a domestic movement only. In such case the inland move- 
ment of the property from the point of manufacture to the 
point of export may be under a domestic bill of lading, ship- 
ping receipt, or through bill of lading; nevertheless, if the 
property is actually exported, the movement may be a con- 
tinuous one and the shipping papers' would not provide accu- 
rate proof as to the true character of the shipment. There- 
fore, it is necessary that adequate proof of the export character 
of the shipment be submitted by disclosing that the shipper 
had on hand at the time the movement started a contract, 
order, proposal of purchase or other written evidence of inten- 
tion to export (such other written evidence of intention to 
export to be one year's estimated requirements determined by 
averaging the quantity exported during the three preceding 
years as shown by the books of the shipper or to be based 
on a firm order) for delivery of property at a- place beyond 
the boundaries of the United States. In addition, it is neces- 
sary that proof of the continuity of the movement be made. 
Such proof of the export character of the shipment and of 
the continuity of the movement will be provided in the form 
of a "Temporary Exemption Certificate" and a "Certificate of 
Exportation," as hereafter provided, which will contain the 
necessary information and connect the movement from the 
point of origin with the movement from the point of export. 
Persons who have a large export business requiring numer- 
ous shipments into the export trade or who ship property 
into export through pools or similar arrangements and who 
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find that the nature of »their< business and the exigencies of 
transportation require that shipments made . from a point in 
the United States for export shall be against a consolidated 
statement of their foreign requirements may avail themselves 
of • .the "Foreign Requirements -Certificate" in proof of the 
character of such shipments. >'The procedure to be followed 
in case the "Foreign Requirements Certificate" is used is here- 
after provided. In all cases, whether the Foreign Requirements 
Certificate is availed of or not!, each shipment: in course of 
exportation shall becoverefd with a Temporary Exemption Cer- 
tificate ! and* a Certificate of - Exportation. The use of the For- 
eign Requirements "Certificate is opional, except in the case 
<yf shippers who export through pools or similar arrangements. 
Tax collected where certificates have not been filed.— 
Should a case arise where the movement of property* has not 
been covered with the necessary certificates, as provided in 
this regulation; the carrier ' shall collect 'the tax and the 
aggrieved party shall 1 file a claim for refund of the tax col- 
lected on the amount paid for th6 transportation of the 
property. ...-.*:- -, 

Temporary Exemption Certificate.— Shippers may -obtain 
temporary exemption from tax on. amounts paid for the trans- 
portation of property in- course of exportation by filing with 
the carrier v a verified certificate according to the form here- 
after set forth arid entitled "Temporary Exemption Certificate — 
Transportation 'Tax:" This certificate is to bear date prior 
to or of the day the shipment moves from the pd-int of origin 
and conform in that respect to the- railroad's shipping docu- 
ment. 

In the case 1 of prepatd freigftt -the ''Temporary Exemption 
Certificate shall be filed with the' agent of the railroad who 
receives payment of the freight charges and it is his authority 
for not collecting the tax. In the case of shipments where> the 
freight charges are collected at destination, the shipper shall 
deliver the Temporary Exemption Certificate to the billing' 
agent of the railroad at the point of origin, who shall forward 
it to the agent of the carrier who receives the payment of 
the freight charges at the point of destination, and it is his 
authority for not collecting the tax. 

The Temporary Exemption Certificate shall contain the fol- 
lowing information: (1) The name of the shipper, ^(2) com- 
modity, (3) point of export, (4) number, date or other identify- 
ing feature of Foreign Requirements Certificate, contract, 
order, proposal of purchase, or other written evidence of in- 
tention to export (as heretofore defined) pursuant to which the 
shipment is made, (5) car number, initial and weight or other 
measure of the commodity to be exported, (6) freight charges, 
and (7) foreign destination in case of isolated or single ship- 
ments where the Foreign Requirements Certificate is not used. 

Certificate of Exportation.— The Temporary Exemption Cer- 
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tificate filed with the carrier at the time the shipment originates 
does not obtain permanent exemption from tax on amounts 
paid for the transportation of such shipment, and, notwith- 
standing the Temporary Exemption Certificate, amounts so 
paid are subject to tax unless proof of exportation is made 
in the following manner: As soon as the shipment has been 
delivered to the transportation agency for movement beyond 
the boundaries of the United States, the shipper shall file with 
the agent of the carrier who has in his possession the Tem- 
porary Exemption Certificate filed to cover the property to 
be exported, a certificate as hereafter set forth entitled "Cer- 
tificate of Exportation— Transportation Tax," containing (a) 
a statement signed by the master of the vessel receiving the 
cargo, an authorized agent of the ocean carrier or a customs 
official at border points, setting forth (1) the kind of property 
and that it has been received for export or in fact exported, 
(2) quantity by weight or other measure, (3) place of foreign 
destination, (4) name of the carrier, (5) number or other iden- 
tifying feature of the "Shipper's Export Declaration" or the 
ocean bill of lading; and (b) a statement signed by the shipper 
or other authorized person as the agent in charge of the pool 
showing (1) the kind of property, (2) car number, initial and 
weight or other measure of property making up the cargo, (3) 
the amount of freight charges to point of export, (4) the num- 
ber of Temporary Exemption Certificate or Certificates of the 
shipper, (5) reference to the contract, order, proposal of pur- 
chase, or other written evidence of intention to export upon 
which the shipment is applied, and (6) place of original 
shipment. 

Foreign Requirements Certificate. — The "Foreign Require- 
ments Certificate," as hereafter set forth, may be used in case 
the shipper falls into one of the classes described below: 

(a) Shippers engaged in an export business which re- 
quires continuous shipments to a point of export who find 
it impracticable from the nature of their business or from the 
exigencies of export transportation to determine at the time 
the shipment originates the particular foreign contract, order, 
or proposal of purchase upon which it is intended to apply 
the shipment or whether it should be applied on a firm order- 
in this case the use of the Foreign Requirements Certificate is 
optional with the shipper. 

(b) Shippers engaged in an export business which requires 
shipments of property through pools or similar arrangements 
— in this case the use of the Foreign Requirements Certificate 
is mandatory. 

In either (a) or (b) a temporary exemption will be granted 
on shipments in the course of exportation which are covered 
by Temporary Exemption Certificates when such Temporary 
Exemption Certificates have been issued against a verified 
statement entitled "Foreign Requirements Certificate — Trans- 
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portation Tax," filed, with the Collector for the district in 
which the .shipper has. his principal office or. place of business. 
The Foreign. Requirements Certificate shall, show ] (1 j ,con- 
tracts, orders, proposals of purchase, or other written evidence 
of intention to export (such other written evidence of intention 
to export to be one year's estimated requirements determined 
by averaging the three preceding years, as shown by the books 
of the shipper or to be based on a firm order), numbered- con- 
secutively, (2) name of shipper, (3) place or places of foreign 
destination, (4) commodity, (5) point or points of export, 
and (6) the number or other identifying feature of each con- 
tract, order, proposal of purchase or other evidence of- intention 
to export. This Foreign Requirements Certificate may be 
amended or it may be superseded when necessary by a supple- 
mental certificate of foreign requirements in case the shipper 
subsequently enters into other contracts requiring the exporta- 
tion of a commodity. 

The final exemption from the tax on freight charges paid 
on property shipped into a pool or similar arrangement, a like 
quantity and grade of which will be shipped into export, will 
only be granted in case that property has been shipped from 
an interior point for the express purpose of entering the pool 
for export, in proof of which the shipper in such case must 
have filed the Foreign Requirements Certificate, and shipments 
made pursuant thereto must have been covered by Temporary 
Exemption Certificates, and an equivalent amount of property 
must have been exported to a destination stated in the Cer- 
tificate of Exportation, as herein provided, which Certificate 
of Exportation must also refer to the particular foreign con- 
tract, order, proposal of purchase or other written evidence 
of intention to export pursuant to which the export shipment 
has been made. 

In the case of property shipped from the pool or other 
similar arrangement into export, no exemption from the tax 
shall be allowed from any amount of property so exported in 
excess of the amount of the same grade or kind or .property 
in the pool at the time the export shipment was -made and 
for which a Temporary Exemption Certificate or Certificates 
had been filed bearing the date when such shipment or ship- 
ments left the point of origin as hereinbefore provided. 

Contracts to be subject to inspection. — At all times the 
shipper must keep on hand subject to the inspection of inter- 
nal-revenue officers, the original contracts, orders, . proposals 
of purchase, or other evidences of intention to export as herein 
defined, against which Temporary Exemption Certificates have 
been filed and upon which the verified Foreign kequirements 
Certificate on file is based* Such original contracts, orders, 
proposals of purchase, or other evidences of intention to ex- 
port must in each case be in writing and bear the same num- 
ber as that given in the Foreign Requirements Certificate, 
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when such certificate has been used. In no case will ah exemp- 
tion or exceptions exceed in amount the sum which would 
have been due except for the export shipments made pursuant 
to the contract, order, proposal of purchase, or other evi- 
dence of intention to export which is retained of record. 

Returns by carriers. — At the time the carriers make up the 
summaries of taxes collected and adjustments made as pro- 
vided in Article 90 of Regulations 49, they shall also prepare 
a summary showing in one column the shipments for which 
tax has not been collected on amounts paid for transportation 
by reason of the filing of Temporary Exemption Certificates 
balanced in the other column by Certificates of Exportation 
filed in proof that the shipments made under the Temporary 
Exemption Certificates have been actually exported. In case 
all the Certificates of Exportation have not been received for 
shipments temporarily exempted, such shipments may be car- 
ried over on the next monthly statement. Should the Certi- 
ficate of Exportation not be filed for the shipments tempo- 
rarily exempted within thirty days after such shipment has 
arrived at destination, the carrier shall collect the tax unless 
the shipper produces proof by affidavit that the property is 
delayed at the point of export through no default on his part, 
but solely by reason of lack of transportation due to causes 
beyond the shipper's control. This summary shall be in du- 
plicate, under oath, and filed in the same manner and at the 
same time as provided for the return of tax collections in 
Aritcle 91 of Regulations 49. The carrier in submitting the 
summary of amounts received for transportation in property 
temporarily exempted from tax shall include a statement show- 
ing the total freight receipts for the month and the total tax 
due thereon, which total should equal the sum of the taxes 
returned, plus the amount of the temporary exemptions, sub- 
ject, however, to adjustments caused by shipments into export 
through pools or similar arrangements. 

Forms. — The certificates herein mentioned may be had upon 
application to Collectors of Internal Revenue, or upon applica- 
tion to the Commissioner of Internal Revenue, Washington, 
D. C, and should be referred to as follows: 

Form 798, "Certificate of Exportation — Transportation Tax." 

Form 799, "Temporary Exemption Certificate — Transporta- 
tion Tax." 

Form 800, "Foreign Requirements Certificate— Transporta- 
tion Tax." 

Bunker Coal. — Amounts paid for the transportation of 
bunker coal in no case are exempt from tax. [T. D. 2880, 
approved July 16, 1919.] 
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EXCISE TAXES 
(T. D. 2897) 

ff 1906. T. D. 2897. Under an opinion of the Attorney Gen- 
eral, dated July 7, J919, manufacturers, producers, and im- 
porters are declared to be subject to the excise tax imposed 
by section 900 of the Revenue Act of 1918 upon sales made 
to a State or a political subdivision thereof except as provided 
in subdivision (10) of such section. 

In accordance with the above opinion, manufacturers, pro- 
ducers, and importers are subject to excise tax under section 
600 of the Revenue Act of 1917 and section 900 of the Revenue 
Act of 1918 upon all sales of taxable articles made to States 
or political subdivisions thereof except where specifically exempt 
from tax upon such sales, as under subdivision (10) of sectton 
900 of the Revenue Act of 1918. In addition to liability to tax 
under the above sections, manufacturers, producers, importers, 
and vendors are held to be liable to tax upon all sales of taxable 
articles made to States or political subdivisions thereof under 
Section 313 of the Revenue Act of 1917 and under sections 
628, 902, and 905 of the Revenue Act of 1918; and lessors of 
positive motion-picture films containing pictures ready for pro- 
jection are subject to tax upon amounts received from the leas- 
ing of such films to States or political subdivisions thereof 
under section 906 of the Revenue Act of 1918. Where an 
excise tax is imposed directly upon the vendee as under sec- 
tions 904 and 907 of the Revenue Act of 1918, sales to States 
or political subdivisions thereof are exempt from tax. 

If 1907. Article 10 of Regulations 47, fl 1135, is amended 
to read as follows: 

Art. 10. Sales to the Government or a State. — The tax 
applies to articles enumerated in section 900 when sold 
to the Government. Where, however, the Government 
supplies a manufacturer with all materials and parts, ex-, 
cept a small portion furnished by the manufacturer under 
a contract stipulating that the manufacturer shall be guar- 
anteed a certain profit, no tax is payable because the 
manufacturer does not sell the article. Articles manu- 
factured in plants taken over and operated by the Govern- 
ment are not subject to the tax. The tax also applies 
to the articles enumerated in this section, except to those 
enumeraed under subdivision (10), when sold to a State 
or political subdivisions thereof even though they are to 
be paid for entirely out of public moneys and are to be used 
in the carrying on of governmental operations. 
^ 1908. Article 6 of Regulations 48, fl 1294, is amended to 

read as follows: ^ _ f 

Art. 6. Sales to the United States or a State.— The 
tax applies to articles enumerated in sections 902 and 
905 when sold to the United States. Such articles are also 
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subject to tax when-«old~to-a- SM^te or political subdi- 
vision thereof for use in carrying on its governmental 
operations. [T. D. 2897, approved July 22, 1919.] . 
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fl 1909. Congressional action on Federal taxes. — On July 
28th the, House voted to repeal the 10 per cent tax on sod 
water and ice cream. 

The House also passed without a record vote the bill for 
reduction of the war tax on fruit juices, as urged by Western 
producers. Members said the tax, fixed at 2 cents a- gallon, 
was a Hat reduction from 28 cents, estimated. All amendments 
were rejected from i\\e bill, . whicti applies to nonalcoholic 
beverages, including loganberry, grape and apple juice. 

Senator Penrose, chairman of the Finance Committee, expressed 
his opinion that "A new revenue bill, whenever it becomes prac- 
ticable to consider such a measure, will doubtless change very 
radically the basic principles of the present law" 

ff 1910. Page 230. Income from tax-free covenant bonds.— 

In accordance with the following letter, the Department 
may assess an additional tax against all taxpayers having income 
from tax-free covenant bonds during any year for which a re- 
turn of income was made to the United States, because the 
tax paid by the corporation pursuant to the clause in the 
bonds was not included in the taxpayer's gross income: 

"Reference is made to your letter of May 13, 1919, asking if 
the following provision in Article 31 of Regulations 45, fl 527 of 
Supplement 11, is retroactive in its application to returns 
aiready filed under the Revenue Act of 1918 and previous 
Revenue Acts: 

" 'The amount of income tax paid for a bondholder by an 
obligor pursuant to a tax-free covenant in its bonds is in the 
nature of additional interest paid the bondholder and must be 
included in his gross income.' 

"In reply you are advised that the provision quoted above 
is applicable to income tax returns for the years 1913-1918 
inclusive, as well as for subsequent years. [Letter to Prentice- 
Hall, signed by P. S. Talbert, Head of Division, and dated 
August 1, 1919.] 

1]" 1911. Page 265. Dividends on stock of foreign corpora- 
tions. — The Treasury Department has reversed its position as 
set forth in the letter found on page 266 of the Tax Book. In 
a letter dated August 2, 1919, the department states that the 
previous ruling is revoked and that dividends on the stock of a 
foreign corporation which pays any income tax, no matter how 
small, to the United States on account of income arising within 
the United States, are exempt from the normal tax. The last 
letter of the department says: "Article 301 of the Regulations 
contemplates that the normal tax imposed by Section 210 of 
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the Act does not apply to dividends, regardless of the amount of 
such dividends, received from a foreign corporation taxable 
upon income from sources within the United States, however 
small such income may be." [Letter to R. P. Ettinger, signed 
by Daniel C. Roper, Commissioner, and dated August 2, 1919.] 

This opinion is in accordance with the provisions of Section 
216 of the law. However, this discriminates unfairly between 
foreign corporations which have income from sources within 
the United States and those which have none. To illustrate: 
Residents of the United States hold $10,000,000 par value com- 
mon stock in each of two foreign corporations A and B. Divi- 
dends at the rate of 10 per cent are paid by each corporation. 
Corporation A, however, owned during the year 1918 a $10,000 
flve-per-cent bond of a domestic corporation. It paid an income 
tax of $60 on the interest from the bond. Corporation B has 
no income from sources within the United States. Let us 
assume that the average stockholder is subject only to the 
normal tax of six per cent on this income. The stockholders 
of corporation B would have to pay a tax of $60,000 on divi- 
dends of $1,000,000, while the stockholders of corporation A 
would not have to pay any tax. 

If 1912. Page 528. Duties and obligations of employers in 
connection with withholding, in the case of nonresident aliens 
employed in tfye United States. — Reference is made to your 
letter dated June 30, 1919, which is quoted here in part: 

"Referring (to our telephone conversation of this morning, 
we understand that in the case of employment of alien labor 
that where such labor has been employed for three months or 
more continually his status is established as a resident alien, 
and there is no liability upon the employer for further with- 
holding from such an employee. In fact, he may refund the 
amounts withheld prior to that time. 

"Assuming that such an employee has been in the service 
of an employer continuously for a sufficient time to establish 
his status as a resident alien until, for example, November 15th. 
The employer has paid over to him all of the money which is 
due him up to that time. The employee announces his inten- 
tion to return to the foreign country from which he came, but 
continues to work for the employer until the first of Janu- 
ary. The employer now has information as to the intentions 
of such an employee. We understand that there is no liability 
upon him for withholding prior to the time in which these 
intentions became known; namely, November 15th, and that he 
should withhold only upon the basis of the earnings of the 
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employee from the time from which the employer knew of the' 
intention of the employee to quit the country." 

In reply you are advised that under the provisions of Article 
315, Regulations 45, if wages are paid without withholding the 
tax, the employer should be provided with written proof of 
facts which overcome the presumption that such alien is non- 
resident. If an alien has been living in the United States for 
as much as one year immediately prior to the time he entered 
the employment of the withholding agent, or if he has been 
regularly employed by a resident individual or corporation in 
the same county for as much as three months immediately prior 
to any payment by the employer, he may be treated as a 
resident in the absence of facts known to the employer show- 
ing that he is in fact a .transient. 

In case tax has been withheld by the employer from wages 
paid during the three months' period while the status was that 
of a nonresident alien, the amount of tax may be refunded in 
accordance with the data contained on Form 1115. This form 
is provided for the purpose of receiving the benefit of personal 
exemption and credit for dependents in connection with income 
tax withheld at the source from salaries, wages and similar 
income. In case tax has been withheld from an alien employee 
and his status as a resident has been established by the execu- 
tion of Form 1078, any income tax withheld may be refunded 
upon receipt of that certificate. The fact, however, that, an alien 
has been employed by a corporation for three months is not in 
itself sufficient grounds upon which to refund income tax withheld 
at the source. It was not the intention that Article 315 of Regu- 
lations No. 45 referred to herein, should be construed as permit- 
ting an employer to withhold from nonresident alien employees 
for a period of only three months, and refund the amount of tax 
withheld at the end of that period merely because aliens had been 
employed by him for that period of time. 

If the status of a resident employee changes to that of a non- 
resident alien, the employer should withhold income tax at the 
rate of eight per cent from all wages paid to the nonresident em- 
ployee on and after the date on which the employer had knowl- 
edge of the change. Although the employee, in such case, will 
be taxable as a nonresident alien for the entire taxable year, dur- 
ing which his status is changed from that of a resident to that 
of a nonresident alien, the employer will not be held liable for the 
deduction of income tax with respect to wages paid preceding the 
knowledge of the employer as to the change in status. [Letter 
to Mr. W. B. Reed, accounting secretary, National Coal Associa- 
tion, signed Daniel C. Roper, Commissioner.] 
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11 1913. Page 699. T. D. 2898. Receipt of Liberty Bonds 
for estate or inheritance taxes.?— In order to determine whether 
certain issues of Liberty Bonds were held by a decedent for six 
months prior to his death, for the purpose of making such 
bonds acceptable in payment of estate or inheritance taxes, 
the following T. D. 2898 applies: 

Referring to T. D. 2705, dated April 23, 1918, Department 
Circular No. 132, dated January 30, 1919, fl 431-452, and T. D. 
2802, dated March 12, 1919, as to the receipt of Liberty Bonds 
for estate or inheritance taxes, in the case of the acquisition 
of bonds by conversion of four-per-cent bonds of the First Lib- 
ert Loan Converted or of the Second Liberty Loan previously 
owned, pursuant to the extension of the conversion privilege 
made by Treasury Department Circular No. 137, dated March 
7, 1919, as supplemented June 10, 1919, the date from which the 
bonds issued upon such conversion bear interest at the rate of 
^ 1 ^ per cent per annum, and not the date of presentation of the 
four-per-cent bonds for conversion, will be deemed the date of 
acquisition for the purpose of reckoning the required period 
of ownership. [T. D. 2898, approved July 24, 1919.] 

H1914. Page 699. T. D. 2904. Receipt of 4% per cent 
Victory notes for estate or inheritance taxes. — Referring to 
Treasury • Department Circular No. 151, dated June 24, 1919, 
as to the receipt of 4^4 per cent Victory notes for estate or 
inheritance taxes, the date of original subscription, or .the date 
of the notes, whichever date shall be later in time, shall be 
deemed the date of acquisition in cases where the notes are 
acquired by original subscription, provided that payment in 
full on the subscription be completed and the notes delivered 
thereon. [T. D. 2904, approved July 31, 1919.] 

U 1915. (See |f 1582.) T. D. 2900. Indemnity bonds given 
to secure the United States against lost checks issued on War 
Risk Insurance are not subject to tax. — It appears that claims 
for insurance under the War Risk Insurance Act are paid by 
checks, and such checks are sometimes lost or accidentally 
destroyed before they can be presented for payment, and bonds 
of indemnity for the protection of the United States have 1o 
be given under Section 3646 R. S. before a duplicate check may 
be issued. 

The question has been raised as to whether such bonds 
are taxable. 

You are advised that by Section 1101 of the Revenue Act 
of 1918, indemnity bonds given by soldiers, sailors, marines 
or other persons entitled to insurance under the War Risk 
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Insurance Act, for the protection of the United States against 
loss by reason of the issuance of duplicate checks for such 
insurance, are exempted from the stamp tax imposed by Sub- 
division 2, Schedule A, Title XI of said Act* [T. D. 2900, 
approved July 25, 1919.] 

IT 1916. Invested capital of affiliated corporation under 1917 
law.— Paragraph F of T. D. 2662, which reads as follows: 

"Assets of affiliated or subsidiary corporations which 
have to be adjusted to meet the statutory limitations pre- 
scribed by Section 207 shall be valued as of conditions 
existing at the dates when such assets were acquired by 
the respective affiliated or subsidiary corporations and 
not as of the date when the stock in such affiliated or sub- 
sidiary corporations was acquired by the parent or con- 
trolling corporation," 
is hereby amended to read as follows: 

"When all, or substantially all, of the stock of a sub- 
sidiary corporation was acquired for cash, the cash so 
paid shall be the basis to be used in determining the 
value of the property acquired. Where stock of a sub- 
sidiary company was acquired with the stock of the 
parent company, the amount to be included in the con- 
solidated invested capital in respect of the company ac- 
quired shall be computed in the same manner as if the 
net tangible assets and the intangible assets had been 
acquired instead of the stock. If in accordance with such 
acquisition a paid-in surplus is claimed, such claim shall 
be subject to the provisions of Articles 55 and 63 of 
Regulations 41." [T. D. 2901, approved July 29, 1919.] 
Where the parent or controlling company acquires the stock 
of the subsidiary companies in exchange for its own stock, 
the assets of the subsidiary companies, for the purpose of com- 
puting invested capital in the consolidated return, may be in- 
cluded at their actual cash value at the time the stock of the 
subsidiary was acquired. The invested capital computed accord- 
ing to this Treasury Decision should be reduced in accordance 
with the limitations imposed by Section 207 of the Revenue 
Act of 1917. Returns computed in accordance with Paragraph F 
of T. D. 2662 above, may be amended. 

1[ 1917. (See fl 670.) T. D. 2906. The final edition of Regu- 
lations 45 is amended by changing Article 307 to read as follows: 

Art. 307. When nonresident alien individual entitled to per- 
sonal exemption. — (a) The following is an incomplete list of 
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countries which either impose no income tax or in imposing 
an income tax allow both a personal exemption and a credit 
for dependents which satisfy the similar credit requirement of 
the statute: Argentina; Belgium; Bolivia; Bosnia; Brazil; 
Canada; Carinthia; China; Chile; Cuba; Dalmatia; Denmark; 
Ecuador; Egypt; France; Herzegovina; Istria; Mexico; Mon- 
tenegro; Morocco; Newfoundland; Nicaragua; Norway; 
Panama; Persia; Peru; Portugal; Roumania; Russia (including 
Poles owing allegiance to Russia); Santo Domingo; Serbia; 
Siam; Spain; Union of South Africa; Venezuela, (b) The fol- 
lowing is an incomplete list of countries which in imposing 
an income tax allow a personal exemption which satisfies the 
similar credit requirement of the statute, but do not allow a 
credit for dependents: Bachka; Banat of Temesvar; Croatia; 
El Salvadore; India; Italy; Slavonia. (c) The following is an 
incomplete list of countries which in imposing an income tax 
do not allow to citizens of the United States not residing in 
such country either a personal exemption or a credit for de- 
pendents, and therefore fail entirely to satisfy the similar credit 
requirement of the Statute: Australia; Costa Rica; Great Britain 
and Ireland; Japan; The Netherlands; New Zealand. The 
former names of certain of these territories are here used for 
convenience, in spite of an actual or possible change in name 
or sovereignty. A nonresident alien individual who is a citizen 
or subject of any country in the first list is, entitled for the 
purpose of the normal tax to such credit for a personal exemp- 
tion and for dependents as his family status may warrant. If 
he is a citizen or subject of any country in the second list, 
he is entitled to a credit for a personal exemption, but to none 
for dependents. If he is a citizen or subject of any country in 
the third list, he is not entitled to credit for either a personal 
exemption or for dependents. If he is a citizen or- subject of a 
country which is in none of the lists, then to secure credit 
for either a personal exemption or for dependents he must 
prove to the satisfaction of the Commissioner that his country 
does not impose an income tax or that in imposing an income 
tax it grants the similar credit required by the statute. [T. D. 
2906, approved August 5, 1919.] 
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GOVERNMENT SUMMARY OF CHANGES MADE IN 
PREVIOUS ESTATE TAX LAW BY PRESENT ONE 

[Issued by the Bureau of Internal Revenue] 

The Revenue Act of 1918, effective February 25, 1919, re- 
tained the estate tax on estates, but made several important 
changes in the body of the law. 

The rates of tax have been reduced 50% on estates up to 
$450,000; 40% from $450,000 to $750,000; 20% from $750,000 to 
$1,000,000, and 10% from $1,000,000 to $1,500,000, where the 
decedent died on or after February 25, 1919. Time for filing 
notice has been extended from thirty to sixty days, and pay- 
ment, while due one year from date of decedent's death, does 
not bear interest if paid within one year and one hundred 
and eighty days from date of death. 

The act provides, however, that in any case where the 
Commissioner finds that payment of the tax one year after 
the decedent's death would impose undue hardship upon tbe 
estate, he may grant an extension of time for payment for a 
period not to exceed three years. This provision, however, 
does not affect the accrual of interest, even in those cases 
where the Commissioner grants an extension, for the act 
provides that unless the tax is paid within one year and one 
hundred and eighty days from date of decedent's death, inter- 
est attaches at the rate of six per centum per annum from 
the expiration of one year from the date of decedent's death. 

The original act provided that interest at the rate of ten 
per centum per annum shall be added to the amount of all 
excess tax from . the time of notification thereof until paid. 
The new act amends this provision so that interest does not 
begin to run until the expiration of thirty days from the 
receipt of such notification, thereby giving the estate an oppor- 
tunity to file a claim in abatement and produce evidence in 
support of the claim. 

The provision in the original act allowing a discount of 
five per centum for advance payment has been stricken from 
the act, and no discount has been allowed since February 25, 
1919, the effective date of the act. 

The new act exempts estates of all members of the mili- 
tary or naval forces of the United States in the present war 
who have died or may die as the result of wounds or disease 
contracted while in the service. 

Provision is made allowing as a deduction an amount equal 
to the value at the time of decedent's death of any property 
which can' be identified as having been feceived by the dece- 
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dent as a share in the estate of a person who died within 
five years prior to the death of decedent, or which can be iden- 
tified as having been acquired by the decedent in exchange 
for property so received, if an estate tax under the Revenue 
Act of 1917 or under this act was collected from such estate, 
and provided that such property is included in the decedent's 
gross estate. 

Provision is also made for the allowance as a deduction 
from the gross estate of the amount of all bequests, legacies, 
devises or gifts, to or for the use of the United States, any 
State, Territory or political subdivision thereof, or the District 
of Columbia, for exclusively public purposes, or to or for the 
use of any corporation organized exclusively for religious, 
charitable, scientific, literary or educational purposes, including 
the encouragement of art and the prevention of cruelty to 
children or animals, no part of the net earnings of which 
inures to the benefit of any private stockholder or individual, 
or to a trustee or trustees exclusively for such religious, 
charitable, scientific, literary or educational purposes. This 
deduction may be claimed in estates of all decedents who have 
died since December 31, 1917. 

REGULATIONS 37 

(Revised, 1919) 

Relating to the 
ESTATE TAX 
under 
TITLE IV. OF THE REVENUE ACT OF 1918 
[See Law. Sees. 400, 401, page 300, Tax Book, Part II.] 
fl 1918. Art. 1. Neither a property nor a legacy tax. — The 
Federal estate tax is imposed upon the transfer of the net 
estate, determined in the manner prescribed, of every person 
dying after September 8, 1916. The tax is not laid upon the 
property, but upon its transfer from the decedent to others. 
The subject of tax is the transfer of the entire net estate, not 
any particular legacy, devise, or distributive share. It is not 
an individual inheritance tax. The value of the separate inter- 
ests and the relationship of the beneficiary to the decedent 
have no bearing upon the question of liability or the extent 
thereof. The transfer of property is taxable, although it escheats 
to the State for lack of heirs. 

fl 1919. Art. 2. Nature of transfer.— The statute embraces 
transfers by will or under the interstate laws, and also transfers 
made by the decedent in his lifetime, when made in contempla- 
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tion of death or intended to take effect in possession or enjoy- 
ment at or after his death. The statute also enumerates certain 
special cases not strictly of either character just described. 
The practical test of the existence of a taxable transfer is 
whether the statute directs that the property in question be 
included in the gross estate. 

fl 1920. Art. 3. The various statutes. — The estate tax was 
first imposed by the Act of September 8, 1916. This law was 
amended by the Act of March 3, 1917 (Title III), and the Act 
of October 3, 1917 (Title IX). These two statutes increased 
the rate of tax. The Revenue Act of 1918 (Title IV), which 
became effective on February 25, 1919, supplants all prior acts 
as to the estates of decedents dying on or after that date, 
but continues many of the provisions of the earlier acts with 
reference to the estates of decedents dying before that date. 
The Revenue Act of 1918 makes extensive changes in the former 
acts, both as to the rate of tax and otherwise. It is herein 
referred to as "the statute." References to other statutes are 
specific. 

ESTATES SUBJECT TO TAX 

U 1921. Art. 4. Description of taxable estates. — The tax is 
imposed in the case of the estate of "every decedent, " although, 
by reason of an exemption, the net estate of a resident decedent, 
in order to be taxable, must exceed $50,000. (See Sec. 403 (a) 
4.) The estate of a nonresident decedent, however, is taxable 
if any part of it is situated in the United States. The statute 
takes no account of the citizenship of the decedent, but pre- 
scribes different rules according to whether the decedent was 
a "resident" or a nonresident" of the United States. A person 
residing in Italy is a "nonresident," for the purpose of the tax, 
although a citizen of the United States; a person residing in 
the United States is a "resident," although a citizen of Italy. 
A "resident" is one who at the time of his death resided in the 
States, the Territories of Alaska or Hawaii, or the District 
of Columbia. All other persons are "nonresidents." Persons 
residing in Porto Rico or the Philippine Islands are "non- 
residents." 

1f 1922. Art. 5. Definition of "resident." — A person is a 
"resident" of the United States, for the purposes of this tax, 
only in case he had a domicile therein at the time of his death. 
A person acquires a domicile in a' place by living there, for 
even a brief period of time, with no definite present intention 
of later removing therefrom. Residence without the requisite 
intention to remain will not suffice to constitute domicile, nor 
•will intention to change domicile effect such a change unless 
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accompanied by actual removal. A decedent who died while 
abroad will be presumed to hje a nonresident, and the burden 
of proving the contrary rests upon the executor. 

DETERMINATION OF TAX LIABILITY 

fl 1923. Art. 6. Manner of determining liability. — The first 
step in the determination of tax liability is to ascertain the 
value of the decedent's gross estate in the manner prescribed 
by law. (See Arts. 12 to 36.) The second step is to deduct 
from this value certain amounts specified by law in order to 
arrive at the value of the net estate. (See Arts. 37 to 64.) The 
third step is to obtain the sum of certain percentages of the 
value of successive portions of the net estate, as provided by 
the applicable taxing act. (See Arts. 7, 8.) 

ff 1924. Art. 7. Rates of tax. — The amount of tax is obtained 
by finding the sum of certain percentages of the value* of the 
net estate according to the provisions of the applicable taxing 
act. 

There are four rates of tax imposed, respectively, by the 
Revenue Act of 1916, the amendment thereto of March' 3, 1917, 
the Revenue Act of 1917, and the Revenue Act of 1918. In 
the case of each act the rates contained therein are applicable 
to the estates of decedents who died on or after the effective 
date of the act and prior to the effective date of the next suc- 
ceeding act. A table on the four sets of rates is given below: 

Rates of estate tax. 
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The rates given by the different acts, as set forth above> 
*pply to the estates of decedents dying within the following 
dates: 

Column 1, Revenue Act of 1916, effective Sept. 9, 1916, 

to Mar. 2, 1917, inclusive. 
Column 2, amendment of Mar. 3, 1917, effective Mar. 3, 

1917, to Oct. 3, 1917, inclusive. 
Column 3, Revenue Act of 1917, effective Oct. 4, 1917, 

to Feb. 24, 1919, inclusive. 
Column 4, Revenue Act of 1918, effective on and after 

Feb. 25, 1919. 

ft 1925. Art. 8. Computation of tax. — For the purpose of 
computing the tax, the net estate is divisible into blocks, each 
block being taxed at a different and increasing rate. The 
preceding table gives the amount of the various blocks and the 
applicable rate of tax under each of the taxing acts. For 
example, the tax upon the net estate of $1,240,000 of a decedent 
dying on or after February 25, 1919, would be computed as 
follows: 

Amount of first block $50,000 at 1 per cent $500 

Amount of second block 100,000 at 2 per cent 2,000 

Altidunt of third block 100,000 at 3 per cent 3,000 

Amount of fourth block 200,000 at 4 per cent 8,000 

Amount of fifth block 300,000 at 6 per cent 18,000 

Amount of sixth block 250,000 at 8 per cent 20,000 

Remainder -. . 240,000 at 10 per cent 24,000 r 

Total net estate. . N $1,240,000 Total tax. . $75,500 

There is subjoined a table for ascertaining the tax without 
the detailed computation given above. An illustration of its use 
'is as follows: The net estate of a decedent dying on or after 
February 25, 1919, amounts to $1,240,000. By reference to 
the table it will be seen that the last complete block prior 
to this amount is $1,000,000, and that the total tax on a mil- 
lion dollars under the rates in force amounts to $51,500. Upon 
the remainder of the estate, $240,000, the tax is computed at the 
rate contained in the following line, or at 10 per cent. The 
tax on this amount is consequently $24,000. The following- 
result is thus obtained: 

Total tax on $1,000,000 $51,500 

Tpx on 240,000 24,000 

» • 

r — ■ ■ ■ 

Total $1,240,000 $75,500 
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MILITARY EXEMPTION 

fl 1926. Art. 9. Exempt estates.— The estates of persons 
dying while actually serving in the military or naval forces of 
the United States in the present war with Germany are exempt 
from tax. The daite of the termination of the war, for the 
purpose of this tax, is that fixed by proclamation of the Presi- 
dent. An estate is also exempt if a person so serving dies after 
leaving the service, provided his death is directly traceable to 
injuries received, or disease contracted, while in such service. 
The term "military or naval forces of the United States" in- 
cludes, among other units, the Marine Corps, the Coast Guard, 
the Army Nurse Corps, Female, and the Navy Nurse Corps, 
Female. This exemption applies to any estate tax imposed, 
whether by the Revenue Act of 1916 or subsequent statutes. If 
the tax has been collected, the executor should make claim for 
refund. For procedure in the case of claims for refunds, see 
Article 11. 

1f 1927. Art* 10. Exemption must be proved.— In every case 
where the exemption is claimed the right must be proved by 
the executor. Formal claim for military exemption on Form 
793, accompanied by supporting evidence, should be filed with 
the 60-day notice, or as soon thereafter as the necessary evi- 
dence may be secured, and in any case not later than one 
year after the decedent's death. Where the decedent died while 
actually serving in the military or naval forces during the 
war with Germany, the evidence in support of the claim should 
consist of a certificate stating the occurrence of death under 
those circumstances, issued, in case of a soldier, by the 
Adjutant General, in the case of a sailor by the Chief of the 
Bureau of Navigation, and in the case of a marine by the 
Commandant. 

Where the decedent died while serving in the military or 
naval forces, but after the termination of the war with Germany, 
there should be submitted: 

(1) Certificate of The Adjutant General, Chief of Bureau 
of Navigation, or commanding officer as above, stating the 
occurrence of death while in the service, and the cause of death. 

(2) Affidavits or other evidence to show that the death 
resulted from injuries received, or disease contracted, while 
serving in the military or naval forces during the war with 
Germany. 

Where the decedent died after discharge from the military or . 
naval forces there should be submitted: ^ 

(1) Certificate of discharge from the service, or copy of ^rf6 
such certificate. • ^^p^ 
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(2) Certified copy of public record of death, showing causes 
of death. 

(3) Affidavit of physician who attended decedent during last 
illness, setting forth the medical history of the decedent while 
under his treatment. 

(4) Affidavits or other evidence to show thai the death 
resulted from injuries received, or disease contracted, while 
serving in the military or naval forces during the war with 
Germany. 

If it is determined by the Commissioner of Internal Revenue 
that the estate is entitled to the exemption, the executor will 
be notified to that effect, and bis duties with respect to the tax 
will cease. If the evidence submitted in support of 'the claim is 
found not to be satisfactory, such further evidence will be 
called for, or such investigation instituted, as the Commissioner 
may direct. If it is determined that the estate is not entitled 
to the exemption,- the executor will be required to file return 
and pay tax in the same manner as executors of other taxable 
estates. 

ffl928. Art. 11. Claims for refund.— Prior to the passage of 
the Revenue Act of 1918 there was no military exemption from 
estate tax except with respect to the increase of rates imposed 
by the Revenue Act of 1917. The provision in the Revenue 
Act of 1918 granting the exemption is retroactive, and authorizes 
the refund of all estate taxes collected under the provisions of 
former acts from estates now entitled to the exemption. Where 
such taxes have been collected, the executor should file a claim 
for refund on Form 46, accompanied by the same evidence as 
is required in support of a claim for military exemption. 

GROSS ESTATE: INDIVIDUAL PROPERTY 

(See Law, Sec. 402 (a), page 301, Tax Book, Part II.) 

fl 1929. Art. 12. Character of interests included.— This pro- 
vision is designed to include all property interests of the dece- 
dent, of whatever character. It is the commonest form of 
taxable transfer. As a basis for tax, there must be an actual, 
beneficial ownership in the decedent, not a bare legal title, 
or one held in trust. Thus, property actually devoted to reli- 
gious or charitable purposes, and placed in the name of an 
individual solely for convenience in administration, is not in* 
eluded in his gross estate. The statute also includes only 
property rights existing in the decedent in his lifetime and 
passing to his estate. It consequently does not include a right 
which came into existence only after the decedent's death, 
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such as a cause of action oy statute tor causing the death. 
The proceeds of such a cause of aotion should not be included 
in the gross estate, whether payable generally to the estate or 
to some specified class of persons, such as the widow or 
children. 

The value of a vested remainder should be included in the 
gross estate. Nothing should be included, however, on account 
of a contingent remainder where the contingency does not 
happen in the lifetime of the decedent, and the interest conse- 
quently lapses at his death. Nor should anything be included 
on account of a life estate in the decedent. There should be 
included, however, the value of an annuity payable to the 
decedent upon the life of a third person who survives him, and 
the value of an estate for the life of a person other than the 
decedent For rules as to valuing such annuities and illustra- 
tions, see Article 20. 

IT 1930. Art. 13. Specific property to be included. — Real 
property owned by the decedent, when situated in the United 
States, should be included in the gross estate, whether the 
decedent was a resident or a nonresident, and whether the 
property came into the possession and control of the executor 
or administrator or passed directly to heirs or devisees. Real 
property not situated in the United States should not be in- 
cluded, whether the decedent was a resident or nonresident. 
Where the decedent was a resident, all personal property owned 
by him should be included, wherever situated. Where decedent 
was a nonresident, so much of his personal property as was 
actually situated in the United States at the time of his death 
should be included. For further discussion of the rules relating 
to the estates of nonresidents, see Article 60. 

A cemetery lot owned by the decedent is part of his gross 
estate, but its value is limited to the salable value of such part 
of it as is not designed for the interment of the decedent or 
members of hjs family. Rent which had accrued upon real 
property at the time of the decedent's death, whether then 
payable or not, is included in the gross estate. The amount of 
interest accrued upon bonds on the day of death, whether 
payable then or subsequently, should be included. All matured 
coupons, whether presented for payment or not, should be 
included. The value of notes or other claims held by the 
decedent should be included, though they are canceled by his 
will or appear to be barred by the statute of limitations. As 
to the valuation of notes or claims apparently barred, see 
Article 15, paragraph 3. All bonds, whether Federal, State, 
or municipal, and whether or not containing a tax-free Covenant, 
should be included. 
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Dividends, wheher upon preferred or common stock, should 
not be included unless actually declared prior to the date of 
death. The amount of dividends upon stock which have been 
declared, but not paid, must be returned where the value of 
the stock at the time of the decedent's death does not reflect 
the dividends; that is, v?here,the death occurs after the closing 
of the books of the corporation and the stock consequently 
sells "ex dividend/' Where the death occurs before the closing 
of the books, the value of the stock reflects the dividend, and 
it should not be included. 

Example: A 5 per cent dividend upon stock is declared 
March 1, payable on April 1 to stockholders of record on 
March 15. If the death occurred on March 10 and the market 
price on that day was 90, the value to be returned for both 
stock and dividend is 90, the dividend being reflected in the 
quoted price. If the death occurred, on March 20, the books 
have been closed and the dividend is not reflected in the selling 
price. Under these circumstances the dividend must be returned 
in addition to the quoted price of the stock; and the proper 
return would be stock 90, dividend $5. 

If 1931. Art. 14. Value. — The value at which property in- 
cluded in the gross estate is to be returned for tax purposes 
is the value at the time of the decedent's death. Neither 
depreciation nor appreciation in value subsequent to the date 
of death is considered./ The value to be ascertained is the 
market, or sale, value of the property. The highest price obtain- 
able for the property within a reasonable period of the decedent's 
death is the value to be included. A sale of the property, 
however, in order to be accepted as the criterion of value, 
must be made in such manner as to insure the best price 
obtainable under existing circumstances. This requires (a) 
that the sale be made as a matter of business, and not merely 
in order to establish value; (b) that it be made in absolute 
good faith, with a view to realizing as high a price as possible; 
and (c) that reasonable care and skill be exercised to obtain 
such price. If one method brings better results than another, 
the better method must be employed. 

For example, if individual sales of property are better 
adapted to procure a good price than auction sales, the price 
obtained at an auction sale will be accepted only after reason- 
able effort to find individual purchasers has been made. See 
further on this point Article IS. 

Great care must be exercised by the executor to arrive at a 
fair valuation of every asset of the gross estate. 

fl" 1932. Art. 15. kales for the valuation of 'property. — (1) 
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Real estate. — Where real property has been sold, the amount 
received will be taken as its value provided the sale was made 
within a reasonable period of the decedent's death, and in such 
manner as to insure the highest possible price. Where no sale 
has been made, the criterion of value is the best price which 
could have been obtained within , a reasonable period of the 
decedent's death. The amount brought at an auction sale should 
be considered, but will be accepted only if it appears that there 
was no available method of obtaining a higher price. The 
assessed valuation of the property should be considered, but is 
not conclusive. All relevant facts and all elements of value 
should be considered in every case. See further the general 
rules laid down in Article 14. 

(2) Stocks and bonds. — The value of stocks and bonds 
listed upon a stock exchange should be obtained by taking the 
mean between the highest and the lowest sale price upon the 
day of death, provided the sales were made in the regular 
course of business, and not for the special purpose of estab- 
lishing value. If there were no sales upon the date of death, 
the price nearest to that date, and within a reasonable period 
thereof, either before or after death, should be taken. Such 
sale price obtains irrespective of the number of shares held by 
the estate. If the security was listed upon more than one 
exchange, the records of the exchange where the security is 
principally 1 dealt in should be employed. If the decedent died 
on Sunday or a legal holiday, the business of the previous- day 
will govern. 

It the stock is not listed upon an exchange, but is dealt in 
actively by brokers or has other active market, the latest sale 
price prior to the day of death will govern. If there is no, 
active market for the stock and no sales of it have been made 
within a reasonable period of the decedent's death, and in 
particular where it is closely held (stock of a "close corpora- 
tion"), return should be made upon the basis of the value of 
the stock, as evidenced by the clear value of the excess of 
the assets of the corporation over its liabilities, and its earning 
capacity for the five years preceding the death of the decedent. 
Where the earnings of the corporation have been greater than a 
fair return on its invested capital, computed according to the 
nature of the business, and where the business is a going busi- 
ness, there should be added to the net value of the other assets 
of the business the value of the good will, computed in accord- 
ance with sound accounting principles. Where the earnings of 
the corporation have been less than a fair return on the invested 
capital, If the difference is material and the decreased earnings 
affect value, the net worth of the corporation as disclosed by 
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its balance sheet may be adjusted on a reasonable basis to 
allow for this decreased value. In all cases where stock of this 
character forms a principal asset, there should be submitted 
With the return, Form 706, a copy of the balance sheets for 
the five preceding years, and of the balance sheet on the day 
of death or the nearest date thereto, together with a statement 
of the net earnings of the invested capital for the preceding 
five years. 

The full value of securities pledged to secure a loan should 
be included in the gross estate. If the decedent had a trading 
account with a broker, all securities belonging to the decedent 
held by the broker at the date of death must be included at 
their market value on that date. Securities purchased on margin 
for the decedent's account and held by the broker should also 
be returned at their market value on the day of death. The 
amount of the decedent's indebtedness to the broker will be 
allowed as a deduction from the gross estate. (See Art 45.) 

(3) Notes, secured and unsecured. — Notes, whether secured 
or unsecured, will be presumed to be worth their full face value, 
plus accrued interest to the date of decedent's death, unless the 
executor establishes the right to return them at a lower valua- 
tion. Interest should be computed upon the basis of 365 days 
to the year. In the case of an unsecured note it must be 
shown by satisfactory evidence, in order to justify failure to 
include it, that the note is uncollectible either in whole or in 
part, from the maker or other parties to the note, on account 
of the insolvency 'of the parties thereto, or other cause. Where 
the note is secured it must also be shown that the security is 
insufficient to satisfy it. Where a note appears to be barred 
by the statute of limitations its value must be included in the 
gross estate in the absence of proof that the liability has not 
revived by promise to pay or part payment, and also that the 
parties liable" refuse to pay the debt and intend to assert the 
defense. 

(4) Cash on hand or on deposit. — Bank deposits should be 
returned at the amount for which the bank would be liable if 
the deposit were withdrawn upon the date of the decedent's 
death. Interest which the bank agreed to pay upon condition 
that the money remain on deposit after the death should not 

.be included. 

(5) Interest in business. — Care should be taken tp arrive 
at an accurate valuation of any business in whiph the decedent 

. was interested, whether as partner or proprietor. The executor 

, should not return the interest at its book value unless he is 

satisfied that the accounts, of the business are kept upon a 
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scientific basis. A fair appraisal as of the date of death should 
be made of all the assets of the business, tangible and intangible. 
Special attention should be given to fixing an adequate figure 
for the value of the good will of the business in all cases in 
which the decedent had an interest in the good will which passed 
to his estate. Where the original copartnership articles, or a 
renewal thereof, provide that the value of the interest of a 
deceased partner shall be determined without reference to good 
will, but that the surviving partners shall take the entire good 
will, nothing is to be included in the estate of the deceased 
partner on account of good will. Where, however, the deceased 
partner makes a gift of his interest in the good will to the 
surviving partners, to take effect upon his death, the value of 
such interest should be included in the decedent's gross estate. 
Such a gift exists where the only consideration for the surrender 
of the good will at death consists of similar promises by the 
other partners. The business should be given a net worth, equal 
to the amount a financially competent buyer, whether an in- 
dividual or corporation, might be expected to pay at a normal 
sale in view of the net value of the assets and the demonstrated 
earning capacity. 

(6) Patents, trade-marks, and copyrights. — The basis for 
valuation of intangible assets of this character is the present 
worth of the estimated future earnings of the exclusive right 
during the rest of its existence. The return received by the 
decedent should be considered in estimating future earnings. 

(7) Accounts receivable, claims, judgments, etc. — A fair 
valuation for assets of this -character at the time of death should 
be fixed by the executor according to the best information 
available to him at the time of making return. A return of 
action which died with the decedent should not be included 
in the gross estate. 

(8) Furniture, personal effects, and other tangible property. 
— For the method of valuation to be employed in the case of 
household furniture and personal effects see Articles 16 to 19. 
With respect to all other tangible property the executor should 
endeavor to arrive at the sound and actual value at the day of 
death. Where such property is subsequently sold the sale price 
must be returned if the sale was a bona fide sale and for the 
best price obtainable. In the case of growing crops the executor 
should ascertain from expert opinion what the value Of the 
growing crop was on the day of death, as evidenced by subse- 
quent yield and crop prices. Where the crop is matured the 
value is the value of the crop unit on the day of death for the 
entire yield, less the cost of harvesting and marketing. Where 
the crop is not matured these factors should be considered; 
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and the opinion of those expert in such matters should be 
ascertained as to what the crop was reasonably worth as a 
growing crop on the day of death. 

fl 1933. Art. 16. Appraisal of household and personal effects 
—General provisions. — Executors and administrators are re- 
quired, to have careful appraisal made of all household and 
personal effects of the decedent, and to furnish in duplicate 
detailed Hsts and affidavits in the manner directed below. No 
distribution of such effects may be made until the lists and 
affidavits have been filed with the collector, and, if deemed 
necessary, sufficient time afforded the Bureau to have personal 
inspection made by an official appraiser. Where it is desired 
to distribute or sell all the property in advance of the filing 
of the return, the lists and affidavits should be filed with the 
collector, together with a letter stating when it is desired to 
effect distribution. If personal inspection by an internal-revenue 
officer is not deemed necessary, a waiver of such examination 
will be sent to the executor, who may thereupon proceed with 
distribution. 



ff 1934. Art. 17. Same— When value is less than $2,000.— 

When the value of the personality involved is less than $2,000, 
the detailed lists may be prepared by the executor personally. 
A room by room appraisal is desirable; and all the articles 
should be named specifically, except those of small value, such 
as common bric-a-brac or cheap books. A separate value should 
be given for each article named, except that the values of a 
number of articles contained in the same room may be grouped. 
The value of an article worth more than $50 should be stated 
separately. Such an entry as the following would be acceptable : 

Dining room: Table, six chairs, three pictures (common 
prints), value $75; sideboard, $60; total, $135. 

If there should be included in the lot, however, jewelry or 
silverware of more than ordinary value, or articles having a 
marked artistic value, the executor must furnish an appraisal 
by persons thoroughly qualified by training and experience to 
fudge of the value of such articles. 

In the case of effects having a total value of less than 
$2,000, the executor may furnish as an alternative requirement 
a sworn estimate in duplicate of the approximate total value 
of the property by a professional appraiser of recognized stand- 
ing and ability, or by a dealer in the class of personalty involved. 

In addition to the lists or estimates described above, the 
executor must furnish in duplicate his affidavit as to the com- 
pleteness of the lists and the qualifications of the appraiser. 

fl 1935. Art 18. Same— When value is more than $2 ? 0QQi— - 
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When the Value of the effects is more than $2,000, detailed lists 
must be furnished; prepared by professional appraisers of recog- 
nized competence, or by dealers in the particular classes of 
personalty involved. The lists must be prepared in the same 
detail as that indicated above for the executor's list, Where 
the personalty includes jewelry, silverware, or like articles, ex- 
cept in cases where the value of these items is insignificant, the 
appraisal of a reputable dealer or appraiser of jewelry must 
be furnished. 

In the case of articles having marked artistic value, such as 
paintings, engravings, etchings,, statuary, vases, oriental rugs, 
or antiques, the appraisals of experts will be required. The 
description of such articles should be fully given. Where 
paintings having artistic value are listed, the size, subject, and 
artist should be named. In the case of oriental rugs, the size, 
make, age, etc., should be given. The weight in ounces of each 
article of silverware should be stated. With the duplicate lists 
there must be filed the executor's affidavit as to the complete- 
ness of the list and the qualifications of the appraisers. 

fl 1936. Art. 19. Same — Appraisers and basis of appraisals. — 
Where expert appraisers are to be employed, care should be 
taken to see that they are men of recognized competence with 
respect to the particular class of property involved. In order 
to facilitate the acceptance of the appraisal, appraisers should 
be employed whose competence is well established. 

The basis to be employed in appraising articles of this 
character is what they would bring at a bona fide sale to 
individual purchasers, to dealers, or upon a well-advertised 
auction sale. If there has been an actual bona fide sale, the 
amount received may be returned as the value of the property. 
Where property is valued by legate.es for purposes of distribu- 
tion, such value will not necessarily be accepted. The original 
cost of the articles is not necessarily a proper basis, on account 
of depreciation or appreciation in value. 

IT 1937. Art. 20. Valuation of annuities, life, and remainder 
interests. — Where the decedent was entitled to receive an an- 
nuity of a definite amount during the lifetime of another person, 
and the right constitutes an asset of his estate, the present 
worth of the annuity at the time, of the decedent's death must 
be computed upon the basis of the expectancy of life of the 
other person. The table marked "A." upon page 19 should be 
used for this computation. The amount of annual income should 
be multiplied by the figure in column 3 of the table opposite 
the number of years, in column 1 nearest to the actual age of 
the other person, ., , \ 
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Example: The decedent received under the terms of his 
father's "will an annuity of $10,000 for the life of his elder 
brother. The brother at the decedent's death was 40 years 
8 months old. By reference to the table the figure in column 

3 opposite 41 years, the number nearest to the brother's age, 
is- found to be 14.86102. The present worth of the annuity is 
therefore $148,610.20. 

Where the decedent was entitled to receive the annuity 
during a specified number of years, the table marked "B" upon 
page 20 should be used. 

Example: The decedent received under the terms of his 
father's will an annuity of $10,000 for a period of 20 years, 15 
of which had expired at the decedent's death., By reference 
to the table it is found that the figure in column 2 opposite 
5 years,, the unexpired portion of the 20-year period, is 4.45182. 
The present worth of the annuity is, therefore, $44,518.20 
(4.45182 multiplied by 10,000). 

Where the decedent was entitled to receive the entire income 
of certain property during the life of another or for a term of 
years, and where the rate of income is fixed by the instrument 
creating the trust or is definitely determinable at the time of 
the decedent's death, the average annual income which the prop- 
erty actually yields should be determined, and its present worth 
computed, as explained above in the case of annuities. 

Example: The decedent's father placed $100,000 in trust, 
with directions that it be invested in State and municipal bonds 
and the entire income paid to the decedent during the life of 
his elder brother, who was 41 years old at the decedent's death. 
Before the decedent's death the money was invested in State 
and municipal bonds, and actually yielded a net return of $5,000 
per annum. In this case the rate of income is definitely deter- 
minable. By reference to the table it is found that the present 
worth of an income of $5,000, dependent upon the life of a 
person 41 years of age, is $74,305.10 (14.86102 multiplied by 
5,000). 

Where the rate of annual income is not determinable, or 
where the decedent was entitled merely to the personal use of 
nonincome-bearing property, a hypothetical annuity at a rate of 

4 per cent of the value of the property should be made the basis 
of the calculation. 

Example: The decedent died before a fund of $100,000, of 
which he was entitled to receive the income during the life 
of a person 41 years old, had been invested by the trustees. 
The value of a hypothetical annuity of $4,000, dependent upon 
the life of such a person, is indicated by the table to be 
$59,444.08. 
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Where the decedent possessed a remainder interest in 
property subject to the life estate of another, and such interest 
constituted an asset of his estate, the present worth of the 
remainder interest at the time of death should be obtained 
by multiplying the value of the property at the time of death 
by the figure in column 4 of Table A opposite the number 
of years nearest to the age of the life tenant. Where the 
remainder interest is subject to an estate for a term of years 
Table B should be used. 

Example: The decedent was entitled to receive property 
worth $50,000 upon the death of his elder brother, to whom the 
income for life had been bequeathed. The brother at the time 
of the decedent's death was 31 years old. By reference to the 
table it is found that the figure in column 4 opposite 31 years 
is 0.31262. The present worth of the remainder interest is, 
therefore, $15,631. 



^ 
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Table "A." 

Table, single life, 4 per cent, showing the present worth of i 
annuity, or life interest, and of a reversionary interest. 
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Table "B." 
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DOWER AND COURTESY. 

[See Law, Sec. 402 (b), page 301, Tax Book, Part II.] 

1f 1938. Art. 21. Dower and courtesy. — This provision in- 
cludes d'ower and courtesy at common law, and all interests 
created by statute in lieu thereof, although the estate or interest 
so created is different in character. The effect of this provi- 
sion is to require the inclusion of the full value of the land, 
without deduction of the value of the interest of a surviving 
husband or wife. This rule applies to the estate of any de- 
cedent dying after September 8, 1916. 

TRANSFERS BY DECEDENT IN HIS LIFETIME 

[See Law, Sec. 402 (c), page 302, Tax Book, Part II.] 

fl 1939. Art. 22. Nature and time of transfer. — A transfer made 
by the decedent in his lifetime, if made by way of gift, is taxable 
when made in contemplation of death, or intended to take effect in 
possession or enjoyment at or after the death of the transferor. No 
distinction is made between ordinary transfers and transfers 
involving the creation of a trust. Where a transfer, however, 
constitutes a bona fide sale for a fair consideration in money 
or money's worth, it is not taxable. In order to constitute 
such a bona fide sale, there must be a valuable consideration, 
as distinguished from love and affection. A sale implies the 

828 (Prentite-Hall Tax Service) 



^jjP" 




receipt of a price, in money or thing of value. The release of 
an existing claim, by way of accord and satisfaction, is not 
sufficient. The price must also be a fair equivalent for the 
property transferred. Where the price is not a fair one, the 
sale will not be considered to have been made bona fide. Such 
transfers are taxable whether made before or after September 
8, 1916. 

TRANSFERS IN CONTEMPLATION OF DEATH 

tf 1940. Art. 23. Nature of transfer.— The words "in con- 
templation of death" do not refer to the general expectation 
of death which all persons entertain. A transfer, however, is 
made in contemplation of death whenever the person making 
it is influenced to do so by such an expectation of death, arising 
from bodily or mental conditions, as prompts persons to dispose 
of their property to those whom they deem proper objects of 
their bounty. The cause which induces such bodily or mental 
conditions is immaterial; and it is not necessary that the dece- 
dent be in the immediate expectation of death. Such a transfer 
is taxable, although the decedent parts absolutely and imme- 
diately with his title to and possession of the property. • Trans- 
fers made within two years of. a decedent's death are presumed 
to be taxable if they are of a material part of his property and 
are in the nature of a final disposition thereof. Where a transfer 
is of this character, the executor must disclose the transfer in 
the return; but he may submit therewith evidence that it was 
not made in contemplation of death. The executor must also 
return transfers by the decedent of a material part, of his 
property to relatives, though made more than two years before 
his death; but he need not list them as taxable if he contends 
otherwise. All facts relating to the transfer should be stated, 
including the* motive therefor, the decedent's state of health, 
and his anticipation of death. The presumption of taxability 
may be rebutted by proof that the transfer was not induced 
by bodily or mental conditions leading the grantor to make a 
disposition of property testamentary in its nature. The fact 
that a gift was made as an advancement, to be taken into 
account upon the final distribution of the decedent's estate, 
is not enough, standing alone, to establish taxability; but it is a 
circumstance to be considered in determining whether the 
transfer was made in contemplation of death. 
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TRANSFERS INTENDED TO TAKE EFFECT AT OR 

AFTER DEATH 

fl 1941. Art. 24. Reservation of income. — A transfer is tax- 
able where the grantor reserves to himself during life the income 
of the property transferred. In such a case the transfer of the 
principal takes effect in possession and enjoyment after the 
death of the grantor, and the value of the entire property should 
be included in the gross estate. Where the grantor reserves a 
proportionate part of the income, only a corresponding propor- 
tion of the property should be included in the gross estate, 
unless the transfer was made in contemplation of death. If, 
for example, he reserves one-half of the income, the value of 
one-half of the property transferred should be included in the 
gross estate. If he reserves an annuity, so much of the property 
as is necessary to produce the annuity should be included in 
the gross estate. Where the property does, not produce income, 
its value as of the date of the decedent's death should be 
ascertained, and so much of this sum as is necessary to produce 
the annuity should be included in the gross estate. A transfer 
is taxable in accordance with these principles whether the 
grantor makes a reservation of the annuity out of the property 
conveyed, or exacts from the grantee an agreement to pay the 
annuity. A gift of the principal of a trust fund which takes 
effect at or after the decedent's death is taxable, although the 
income during the decedent's life is payable to some one other 
than himself. Example: The decedent transfers property to his 
son, the latter agreeing to pay the income to his mother during 
the decedent's life. The transfer to the son is taxable. 

fl 1942. Art. 25. Power of revocation or control — A transfer 
by way of trust is taxable where the grantor reserves a power 
of revocation, even though he does not reserve any interest in 
the trust created. For example, where a father places property 
in trust for the present benefit of his son, but reserves power 
to revoke the trust at any time during his life, the entire 
property transferred should be included in the gross estate. 
A transfer by way of trust is also taxable where the grantor 
reserves power to control the administration of the trust, as 
by reserving power to change the trustee, the trust period, the 
trust property, or the respective interests of the beneficiaries in 
such property. 

fl 1943. Art. 26. Valuation of property transferred. — The 
property to be valued is the interest owned and transferred by 
the decedent; but the value of such property must be ascer- 
tained as of the date of the decedent's death. Where the 
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transferee makes additions to the property, or betterments, 
the value of the additions or betterments at the time' of death 
are not to be included. For example, a father makes a transfer 
to a son, in contemplation of death, of unimproved real estate 
valued at $20,000. The son erects buildings on the iland at a 
cost of $10,000. The amount to be included in the gross estate 
of the father is the value of the entire property at the time 
of his death less the value of the buildings on that date. 

PROPERTY HELD JOINTLY 

(See Law, Sec. 402(d), page 302. Tax Book, Part II.) 

ft 1944. Art. 27. Property held jointly or as tenants in the 
entirety. — The statute provides for the taxation of interests 
held jointly, or as tenants in the entirety, by the decedent and 
any other -person or persons. This class of property includes 
all iriterests, whether in real or personal property, in which the 
survivor takes the entire property by right of survivorship, and 
it consequently does not form part of the decedent's estate 
for purposes of administration. It does not include interests 
held as tenants in common, where the interest of each tenant 
passes to his estate, free from any right of survivorship. 

The following are examples of this class of property: Real 
estate held jointly; real estate held by husband and wife (known 
as an estate in the entirety); money deposited in a bank or 
trust company in the joint names of the decedent and another 
and payable to either or the survivor; joint trading accounts 
with brokers; stocks and bonds held in the joint names of 
several owners. 

ff 1945. Art. 28. Taxable portion. — The value of such prop- 
erty to be returned for tax is the value, of the entire property, 
unless it can be shown that part of it originally belonged to the 
other joint owner and never belonged to the decedent. In 
order to exclude any part of such property from the gross 
estate the executor must show an original contribution of value 
by some person other than the decedent. If such a contribution 
can be established, the proportion thereof to the entire purchase 
price represents the interest in the property which should be 
excluded from the gross estate. Three cases may arise: (1) 
The decedent may have paid the entire purchase price, in which 
case the entire property should be included;. (2) the decedent 
may have paid only a portion of the purchase price, in which 
case only a .corresponding portion of the property should be 
included; (3) the decedent may have paid no part of the 
purchase price, in which case no part of the property should 
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be included, tn the case oi bank deposits, 'the same rule applies; 
that is, the interest of the decedent in the account is determined 
by the amount of his contribution. For example: An account 
of $1,000 is opened, of which the decedent contributes one-half. 
Interest of $40 has accumulated at the time of the decedent's 
death, and nothing has been withdrawn. Under these facts $520 
should be included in the gross estate. 

ff 1946. Art. 29. Husband and wife. — Property owned by 
husband and wife as tenants in the entirety is governed by the 
rule given above. The whole value of the property must be 
included, in the absence of a showing as to the original con- 
tributions. An exception is made, however, where property is 
c,anv$yed to husband and wife without valuable consideration, 
or where the property was purchased out of common funds, 
representing the savings of husband and wife, or was the fruit 
of joint labor, the proportion of the several contributions having 
been lost sight of. In such cases one-half of the total value 
of the property should be returned. 

PROPERTY PASSING UNDER POWER OF 

APPOINTMENT 

(See Law, Sec. 402 (e), page 302, Tax Book, Part II.) 

1f 1947. Art. 30. General rules. — As a general rule, property 
passing under a general power of appointment must be included 
in the gross estate of the person exercising (the power (known 
as the donee, or appointor) where the power is exercised by 
will, or by deed executed in contemplation of death, or intended 
to take effect at or after death. This general rule applies 
wherever the decedent died after September 8, 1916, although 
the power was created prior to that date. In certain cases, 
however, the transfer is taxable under the Revenue Act of 1918 
when it would not be taxable under the Revenue Act of 1916 
(See Art. 31). 

Only property passing under a general power should be 
included. A general power is one to appoint to any person or 
persons in the discretion of the donee. W.here the donee is 
required to appoint to a specified person or class of persons, 
(the property should not be included in his gross estate. Prop- 
erty appointed under a general power should be included in the 
estate of the appointor, although the persons to whom the 
appointment was made would have taken the property had the 
power not been exercised. A copy of the instrument granting 
the power should be filed with Form 706 in all cases in order 
that the Bureau may determine whether the power is general 
or special. 
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Example: The income of property is left to a person for 
life, with the right ito name in his will the person who shall 
receive it upon his death. He exercises this power in his- will. 
Upon his death, if occurring after September 8, 1916, the^ prop- 
erty so appointed should be included in his gross estate. 

If 1948. Art. 31. Special rules — Powers exercised before and 
after February 25, 1919.— The Revenue Act of 1918 taxes all 
transfers effected by ifhe exercise of a general power of appoint- 
ment, provided the exercise was by will, or by deed made in 
contemplation of death, or intended to take effect at or after 
death. It follows that all transfers of this character, where the 
decedent died after February 24, 1919, are taxable^ and the 
property must be included in the gross estate. 

Where the decedent died between September 8, 1916. and 
February 25, 1919, the taxability of the transfer depends upon 
whether the property was subject to the claims of the creditors 
of the appointor, in preference to the person or persons in 
whose favor the power was exercised. The general rule is, 
that the property is so subject; and it should consequently be 
included in the gross estate unless this rule has been abrogated 
in the State whose laws determine the nature and effect of the 
transfer. All such transfers should be disclosed to the Bureau 
in order that it may pass upon the question of taxability, 

INSURANCE 
(See Law, Sec. 402 (c), page 302, Tax Book, Part II.) 

If 1949. Art. 32. Taxable insurance. — The statute provides 
for the inclusion in the gross estate of certain forms of insur- 
ance taken out by the decedent upon his own life'. Two kinds 
of insurance are taxable: (a) all insurance payable to the 
estate; (b) insurance payable to individual beneficiaries to the 
extent that it exceeds $40,000. The term "insurance" refers to 
life insurance of every description, including death benefits paid 
bj* fraternal beneficial societies, operating under the lodge sys- 
tem. Insurance is deemed to be taken out by the decedent in 
all cases where he pays the premiums, either directly or indi- 
rectly, whether or not he makes the application. On the other 
hand, 'the insurance should not be included in the gross estate, 
even though the application is made by the decedent, where 
the premiums are actually paid by some other person or cor- 
poration, and not out of funds belonging to, or advanced by, 
the decedent. Where the decedent takes out insurance in favor 
of another person or corporation, as collateral security for a 
loan or other accommodation, and the decedent, either directly 
or indirectly, pays the premiums thereon, the insurance must 
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be considered in determining whether there is an excess over 
$40,000. Where the decedent assigns a policy,- and retains no 
interest therein, and thereafter pays no part of the premiums, 
the insurance will not be considered in determining whether 
there is such a taxable excess. 

fl 1950. Art. 33. Insurance in favor of the estate. — The provi-r 
sion requiring the inclusion in the gross estate of all insurance 
receivable by the executor, without any* deduction, applies to 
policies made payable to the decedent's estate or his executor or 
administrator, and all insurance, regardless of the manner of 
execution, which is in fact receivable by the estate, or which 
must be used to pay charges against the estate or the expenses 
of administration. This provision includes insurance taken out 
to provide funds to meet the estate tax, state inheritance taxes, 
or any other legal charge upon the estate. The manner in 
which the policy is drawn is immaterial so long as. there is an 
obligation, legally binding upon the beneficiary, to use the 
proceeds in payment of the charge. 

ff 1951. Art. 34. Insurance receivable by other beneficiaries. 

— The estate is entitled to only one exemption of $40,000 Upon 
insurance payable to beneficiaries other than the executor. -For 
example, if the decedent left life insurance payable to three 
persons in amounts of $10,000, $40,000, and $50,000 (total, 
$100,000), the amounlt of $60,000 should be returned for taxation, 
which is the excess of the sum of the three policies over the 
exempted amount. The word "beneficiary," as used in reference 
to the $40,000 exemption, means a .person entitled to the actual 
enjoyment of the insurance money. 

ff 1952. Art. 35. Effective date of insurance provisions.-^ 
Insurance receivable by the executor must be included in the 
gross estate of all decedents who died after September 8, 1916. 
Insurance payable to beneficiaries other than the execujtor, 
however, need not be included in the gross estate of decedents 
who died before February 25, 1919, the effective date of the 
Revenue Act of 1918, unless the insurance was originally pay- 
able to (the estate, and was transferred by the decedent to 
specific beneficiaries in contemplation of death. 

fl 1953. Art. 36. Valuation of insurance. — The amount to be 
returned in the case of any policy is the amount actually 
receivable by the executor or beneficiary. In cases where the 
proceeds of a policy are made payable to the beneficiary in 
the form of an annuity for life or for a term of years, the 
present worth of the annuity at the time of death should be 
included in the gross estate. For the method of computing 
th* value of such an annuity, see Article 20. Where the insur- 

834 (Prentice-Hall Tax Servke) 



& 



& 



* 




ance contract gives an option to receive a fixed sum of money 
in lieu of an annuity, this sum, if accepted, represents the value 
of the insurance for the purpose of the tax. If such sum is 
not accepted the value of the annuity is to be included in the 
gross estate. Where there is more than one option, and none of 
them is convertible, the value of the insurance should be 
determined in acccordaoce with the option actually exercised. 

DEDUCTIONS 

(See Law, Sec. 403 (a) (1), page 303, Tax Book, Part II.) 

fl 1954. Art. 37. Deductions in the case of resident estates. — 
In the case of the estates of residents, the deductions are made 
from the value of the entire gross estate, wherever situated. 
The deductions specified in the above provisions, contained in 
the Revenue Act of 1918, are proper in all cases where the 
decedent died on or after February 25, 1919. Where the dece- 
dent died prior to February 25, 1919, the case is governed by 
the provisions of the Revenue Act cf 1916, which permits the 
following deductions: 

(1) Funeral expenses. 

(2) Administration expenses. 

(3) Claims against the estate. 

(4) Unpaid mortgages. 

(5) Losses from casualty or theft. 

(6) Support of decedent's dependents. 

(7) Other charges against the estate. 

(8) Specific exemption of $50,000. 

(9) In the case of decedents dying after December 31, 1917, 
public, religious, charitable, scientific, literary, and educational 
bequests. 

The provision in the Revenue Act of 1916 for the deduction 
of "such other charges*' than those previously specified as may 
be allowed by the laws of the jurisdiction is omitted in the 
Revenue Act of 1918. Consequently, in the case of estates of 
all persons dying after February 24, 1919, the executor, in order 
to obtain a deduction, must bring the item within one of the 
classes specifically described. 

ft 1955. Art. 38. General provisions relating to deductions. — 
In order to be deductible, the item must be of the character 
described in the statute; and it must also be one the payment 
of which out of the estate is allowed by the law of the juris- 
diction administering it. Where the item is not one of those 
described, it is not deductible merely because payment is allowed 
by the local law. On the other hand, no item is deductible 

(Supplement No. 25) 835 



unless its payment is so allowed. It must appear in every case 
either that payment of the item has been made, or that such 
payment is clearly contemplated. Where the amount which 
may be expended for the particular purpose is limited by the 
local law, no deduction in excess of such limitation is permis- 
sible. Where the local courts have approved the expenditure 
it will ordinarily be allowed for deductions (See Art. 39.) 
Where the disbursement has not been made, the item may be 
entered for deduction where the amount is certain, and it 
appears satisfactorily that it will be paid. No deduction may 
be taken upon the basis of a vague or uncertain estimate. Where 
an uncertain or contingent liability, not allowed as a deduction, 
becomes fixed, and payment is made, the remedy, is a claim for 
a refund of the excess tax. 

1f 1956. Art. 39. Effect of Court decree.— The decision of a 
local court as to the amount of a claim or administration 
expense will ordinarily be accepted where the court passes upon 
the fact upon which deductibility depends. Where the court 
does not pass upon such facts its decree will, of course, not be 
followed. For example, where the question before the court is 
whether a claim should be allowed, the decree allowing it will 
ordinarily be accepted as establishing that the claim is valid 
and the amount of it. Where, however, a legacy is left to an 
executor in lieu of commissions, the allowance of the legacy 
does not establish that the executors claim for commissions 
is equal to the amount bequeathed, and that this amount is 
consequently deductible. (See Art. 42.) Nor will the decree 
necessarily be accepted even where it purports to decide the 
fact upon which deductibility depends. It must appear that the 
court actually passed upon the merits of the case. This will 
be presumed in all cases where there is an active and genuine 
contest. Where the result reached appears to be unreasonable, 
this is some evidence that there was not such a contest; but it 
may be rebutted by pnoof to the contrary. Where the decree 
was rendered by consent, it will be accepted, provided the 
consent was a bona fide recognition of the validity of the 
claim — not a mere cloak for a gift — and was accepted by tfie 
court as satisfactory evidence upon the merits. It will be 
presumed that the consent was of this character, and was so 
accepted, where it is made by all parties having an interest 
adverse to the claian, when all aspects of the matter, including 
its effect upon taxation, are considered. The decree will not 
be accepted where it appears to be at variance with the law 
of the State; as., for example,, if an allowance is made to an 
executor in excess of the rate prescribed by statute. 
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fl 1957. Art. 40. Funeral expenses. — An executor may deduct 
such amounts for funeral expenses as are actually expended 
by him, provided expenditures of this nature are a liability 
of the estate under the laws of the local jurisdiction. A reason- 
able expenditure by the executor for a tombstone, monument 
or mausoleum, or for a burial lot, either for himself or his 
family, may be deducted under this heading, provided such 
an expenditure is raiade a charge upon the estate by the local 
law. Included in funeral expenses is the transportation of the 
person bringing the body to the place of burial. 

ff 1958. Art. 41. Administration expenses. — The amounts 
deductible from the gross estate as "administration expenses" 
are such expenses as are actually and necessarily incurred in 
the administration of the estate; that is, in the collection 
of assets, payment of debts, and distribution among the per- 
sons entitled. The expenses contemplated in the law are 
such only as attend the settlement of an estate by the legal 
representative preliminary to the transfer of the property to 
individual, beneficiaries or to a trustee, whether such trustee 
is the executor or some other person. Expenditures not essen- 
tial to the proper settlement of the estate, but incurred for 
the individual benefit of the heirs, legatees, or devisees, may 
not be taken as deductions. Administration expenses include 
(1) executor's commissions; (2) attorney's fees; (3) miscel- 
laneous expenses. Each of these classes is considered sep- 
arately. (See Arts. 42 to 44.) 

fl" 1959. Art. 42. Executor's commission. — No amount may 
be deducted as commission in excess of that actually paid, 
or to be paid. Where the commission has not been allowed 
by the probate court, it may be deducted if its amount and 
future allowance are reasonably certain. In such case the 
executor must furnish satisfactory evidence at the time in- 
vestigaion is made that an account will be filed and the com- 
mission claimed. Where the executor does not intend to 
make any charge upon the estate for his services, or where 
he does not intend to file any account with the local court, 
no deduction may be claimed. 

No deduction may be made for trustees' commissions, and 
an executor who acts as trustee is not entitled to deduct the 
fee he receives for his services in the latter capacity. The 
executor's duties are complete when he has turned over the 
estate or the proceeds to the persons entitled thereto. Such 
persons may be beneficiaries entitled to receive the property 
in their own right, or trustees entitled to receive it in the 
right of their cestuis que trust. The services of the trustees, 
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in character and in time of rendition, are distinct from,, and 
additional to, the ordinary duties of an executor in the settle- 
ment of estates; and fees for such trustees' services do not 
constitute an expense of administration. 

Where a bequest is made to an ^executor in lieu of com- 
missions, the deduction of the amount allowed by the local 
law for services rendered will be permitted, without refer- 
ence to the amount of the legacy. If the legacy is in excess 
of the amount so allowed, the excess may not be deducted. 

Where commissions not actually allowed are deducted 
upon the basis of reasonable compensation, attention should 
be given to the size of the estate, the character of the prop- 
erty, the amount of work performed by the executor, and 
the commissions allowed in the case of similar estates. The 
value of the real estate should not be taken into account 
in estimating the commission unless it has actually passed 
through the executor's hands, or there is a mandatory pro- 
vision in the will, or a court decree, directing its sale, and 
commissions are allowed by the local law. 

Where the allowance of a commission is based upon 
services in relation to income of the estate, as well as prin- 
cipal, the entire commission is deductible. 

fl 1960. Art. 43. Attorney's fee. — Deduction may be taken 
for an attorney's fee for services rendered to the executor 
or administrator, in his official capacity, to the extent that 
such fees are allowed by the laws of the local jurisdiction. 
Fees may be deducted, although not allowed by decree of 
court, provided they are reasonable in amount, and have actu- 
ally been paid, or will be paid. Where the disbursement has 
not been made, the executor must furnish at the time of the 
investigation satisfactory evidence that payment will be made, 
and the amount of such payment. 

The fees of an attorney employed by the executor to con- 
serve the assets of the estate, to resist claims, and to defend 
the will may be deducted, since these are duties which the 
executor is required to perform. The cost of litigation insti- 
tuted by the beneficiaries as to the amount of their respective 
interests may not be deducted, since expenses of this char- 
acter are properly charges against the beneficiaries person- 
ally, rather than against the general estate. 

Tf 1961. Art. 44. Miscellaneous administration expenses. — 

This item includes expenses incident to court proceedings, or 
the administration of the estate, such as court costs, surro- 
gates' fees, accountants' fees, appraisers' fees, clerk hire, etc. 
Expenses necessarily incurred in distributing the estate are 
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deductible. This includes the coat of storing or maintain- 
ing property of the estate, where it is impossible to effect 
immediate distribution to the beneficiaries. Expenses for pre- 
serving and caring for the property may be deducted, but 
do not include additions or improvements; nor will such ex- 
penses be allowed for a longer period than the executor is 
required to retain the property. A brokerage fee for selling 
property of the estate is deductible where the sale is neces- 
sary in order to pay the decedent's debts, or the expenses 
of administration, or to effect distribution. Other expenses 
attending the sale are deductible, such as the fees of an 
auctioneer, where it is reasonably necessary to employ one. 

H 1962. Art. 45. Claims against the estate. — The amounts 
that may be deducted under this heading are such only as 
represent personal obligations of the decedent existing at 
the time of his death, whether then matured or not. Obli- 
gations contracted by the executor are not deductible. Only 
such claims as are actually enforcible against the estate may 
be deducted. 

fl 1963. Art. 46. Taxes. — Taxes upon real property should 
be accrued to the date of death. This is done by ascer- 
taining the time between the first day of the taxable period 
wherein the death occurs and the date of death, and com- 
puting the proportion of <the entire tax which this period 
bears to the entire taxable period. Such proportion of the 
tax has accrued upon the date of death, and is deductible. 

Taxes upon personal property are either wholly deductible, 
or are not deductible at all, depending upon whether the tax 
did, or did not, become the personal obligation of the tax- 
payer in his lifetime. If the tax became his personal obliga- 
tion, during his life, the whole amount is deductible as a claim 
against his estate. If it did not become such personal obliga- 
tion in his lifetime, no part of it is deductible. The question 
when the tax became- the personal obligation of the taxpayer 
depends upon the law of the jurisdiction where the decedent 
was domiciled at the time of his death. Prima facie, the date 
when the tax became the personal obligation of the taxpayer 
is the date when the assessment was laid. 

In the case of Federal taxes upon income, the tax upon 
income received or accrued during the decedent's lifetime 
constitutes the personal obligation of the decedent, and is de- 
ductible. Taxes upon income received after the decedent's 
death are not deductible. No estate, succession, legacy, or 
inheritance tax is deductible. 

1F1964. Art. 47. Unpaid mortgages.— The full amount of 
(Supplement No. 25) 839 



^ 



unpaid mortgages on property included in the gross estate 
should be deducted under this heading, including interest 
which had accrued at the time of death, whether payable at 
that time or not. interest should be computed upon the basis 
of 365 days to the year. The full value of the real estate, 
without any deduction for mortgages, must be returned as 
part of the gross estate. As real property situated outside 
of the United States is not part of the gross estate, the 
amount of mortgages upon such property should be deducted 
only when the decedent was personally liable for the mort- 
gage debt. 

If 1965: Art. 48. Losses from casualty or theft. — There 

may be deducted under this heading losses incurred during 
the settlement of the estate arising from fires, storms; ship- 
wreck, or other casualty, or from theft, when such losses 
are not compensated- by insurance or otherwise. If the loss 
is partly compensated, the excess of the loss over such com- 
pensation may be deducted. Losses not of the nature de- 
scribed are not deductible. Losses sustained by reason of 
depreciation in the value of the assets of the estate subse- 
quent to the decedent's death are not deductible. The term 
"casualty" includes only losses of a fortuitous and unusual 
character, such as result from violence, or from a disaster 
which could not be foreseen or prevented by the exercise of 
reasonable care. Losses due to the death of animals from 
disease are deductible. In order to be deductible a loss must 
occur during, the settlement of the estate. Where .property 
has been delivered to the beneficiary, settlement has been 
effected, and no deduction may be had for loss of the property. 

ff 1966. Art. 49. Support of dependents. — The support dur- 
ing the settlement of the estate of dependents of the decedent 
should be deducted, but pursuant to the following rules: 

(1) In order to be deductible, the allowance must be 
authorized by the law of the jurisdiction in which the estate 
is being administered; and no sum is deductible in excess 
of the amount so authorized, whether actually expended or 
not. 

(2) The only subject for deduction is money thus allowed 
and paid. The turning over of furniture or other personal 
property, although under the authority of a statute, is not a 
proper subject for deduction. 

(3) The amount sought to be deducted must be reason- 
ably required for support. This means that the alleged de- ^ 
pendent shall actually require the allowance for ' his support. ^^J5 
Mere relationship \o tjig decedent, is not enough. A person ^BT"™ 
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is not dependent where he has means of his own sufficient 
to support him according to his station in life. This implies, 
however, the possession of income, either from property or 
earnings, sufficient to support hiin according to his scale of 
living at the time of the decedent's death. A person is not 
removed from the dependent class by the possession of prop- 
erty, where he might, sell or mortgage. Where a person is 
thus dependent at the' time of the allowance, it does not affect 
the deduction that he subsequently comes into the possession 
of money pr property, through the distribution of the estate 
or otherwise. The whole amount of the allowance is de- 
ductible, whether paid in one. sum or in installments. 

(4) The money must be actually expended for support. 
This means that the executor or administrator must pay it 
to . the persons entitled. Af £er the payment has been made, 
the deduction of the sum is proper, and is not affected by the 
fact that the dependents do not use the whole of it during 
the period of administration. 

PROPERTY PREVIOUSLY TAXED 

[See Law, Sec. 403 (a) (2), page 303, Tax Book, Part IL] 

fl* 1967. Art. 50. Property taxed within five years.— ^There 
may be deducted' from the gross estate under this heading 
an amount equal to the value at the time of the decedent's 
death of any ^property which can be identified as having been 
received by him as a share in the estate of any person who 
died within five years prior to the decedent's death, if an 
estate tax under the Revnue Act of 1917 or the Revenue Act 
of 1918 was collected from such estate. There may also be 
deducted an amount equal to the value of property which 
can be identified as having been acquired by the decedent 
in exchange for property received as a share in' the estate 
of such a prior decedent. In order to establish the right 
to this deduction' it must be shown — 

(1) That the two* deaths occurred within five years of 
each other; 

(2). That the first ! decedent died after October 3, 1917, 
the' date of, the* passage of the Revenue Act of 1917, and 
that the second decedent died after February 24, 1919, the 
date of the passage of the Revenue Act of 1918; 

(3) That an estate tax has actually been collected from 
the estate of the prior decedent (the mere filing of a return 
for such an estate not being sufficient); and 

(4) That the property received from the prior estate was 
returned as part of the gross estate of the prior decedent, 
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and the property the value of which is sought to.be deducted, 
or property taken in exchange therefor, has been included 
in the gross estate of the second decedent. 

The statute limits the deduction to the value of property 
which can be identified by the executor as having been re- 
ceived or acquired in the manner described. The burden rests 
upon the executor of proving that the estate is entitled to 
this deduction. 

ft 1968. Ar.t. 51. Property originally received.*— If the prop- 
erty originally received from the prior estate is included in 
the decedent's gross estate, the executor must describe it 
fully, and prove its identity with the property received from 
the prior estate. The value 'to be deducted is the value at the 
time of the second decedent's death. 

Jf 1969. Art. 52. Property acquired in exchange. — The de- 
duction for substituted property is limited to property ac- 
quired in exchange for the identical property received from 
the estate of the prior decedent. Where there is a subse- 
quent exchange, the right to deduction is lost Where, how- 
ever, property is sold, and the proceeds immediately invested 
in other property, the property purchased is deemed to be 
taken in exchange, and its value is deductible. 

In the case of an exchange the executor must describe and 
identify fully both the property originally received from the 
prior estate and the property acquired in exchange therefor. 
He must also state the date and nature of the transaction by 
which the exchange was effected, the name and address of 
the transferee, and the consideration, if any, given or re- 
ceived by the decedent in addition to the property received 
from the prior estate. If the exchange was made by written 
instrument of public record, a precise reference must be made 
to the record containing the instrument, and if by instru- 
ment not of record a copy of the instrument must be sup- 
plied. If there was no written instrument, an affidavit as to 
the facts of the exchange by one or more persons having 
personal knowledge of the matter must be furnished. 

If at the time of exchange the decedent gave a considera- 
tion in addition to the property received from the prior estate, 
and acquired property of greater value than the property so 
received, there may be deducted the proportion of the value 
of the property received in exchange which the value of 
the original property bears thereto.. 
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CHARITABLE AND SIMILIAR BEQUESTS 

[See Law, Sec. 403 (a) (3), page 303, Tax Boak, Part II.] 

fl 1970. Art. 53. Public, charitable, and similar bequests. — 
Bequests to religious, charitable, scientific, literary, or educa- 
tional corporations are deductible only if the corporation is 
organized or operated exclusively for one of the purposes 
specified (see Art. 54"). Similarly, in the case of a trust, the 
trust must be exclusively for such purposes. It does not pre- 
vent deduction, however, that the property placed in trust 
is also subject to another trust for a private purpose. Thus, 
where money or property is placed in trust to pay the income 
to» an individual during life, and then to pay or deliver the 
same to a charitable corporation, or apply the principal to a 
charitable purpose, the charitable bequest or devise forms 
the basis for a deduction. The amount of the deduction, in 
such case, is the value, at "the date of the decedent's death, 
of the remainder interest in the money or property which is 
devised or bequeathed to charity. For the manner of deter- 
mining the value of such remainder interest, see Article 20. 
Gifts made in the decedent's lifetime are deductible only if 
made in. contemplation of death, or intended to take effect at 
or after death, and the property is consequently included 
in the gross estate. Gifts made in satisfaction of a legacy 
are also deductible. The deduction is not limited in the 
case of the estates of residents to bequests to domestic cor- 
porations or to trustees for use within the United Statesv 

fl 1971. Art. 54. Religious, charitable, scientific, and edu- 
cational corporations.— In order to be exempt, the corpora- 
tion or association must meet three tests: (1) it must be 
organized and operated for one or more of the specified 
purposes; (2) it must be organized and operated exclusively 
for such purposes; and (3) no part of its income must inure 
to the benefit of private stockholders or individuals. 

(1) Charitable corporations include an association for the 
relief of the families of clergymen, even though the latter 
make a contribution to the fund established for this purpose; 
or for furnishing the services of trained nurses to persons 
unable "to pay for them; or for aiding the general body of 
litigants by improving the efficient administration of justice. 
Educational corporations include an association whose sole 
purpose is the instruction of the public, even if it merely dis- 
seminates propaganda on a single question. Thus an asso- 
ciation inculcating prohibition or protectionist principles is 
exempt. The same is true of an association to promote 
acquaintance with the Spanish language and literature, al- 
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though it has ; incidental amusement features; ot an associa- 
tion to increase knowledge of the civilization of another coun- 
try, and of a Chautauqua association whose primary purpose 
is to £ive lectures on subjects useful to the individual and 
beneficial to the community, and whose amusement features 
are incidental to this purpose. Societies designed to encourage 
the performance of first-class orchestral music are not exempt, 
the purpose being merely to provide a high grade of enter- 
tainment. Scientific corporations include an association for 
the scientific study of law, to the end of improvement in its 
administration. 

(2) Where a religious corporation owns a large quantity 
of farm land and works it, and also manufactures and sells 
clothing and other articles for profit, it is not operated exclu- 
sively for religious purpose and is not exempt, even though 
its property is held in common and its profits do not inure 
to the benefit of individual membets of the society. 

(3) It does, not prevent exemption that private individuals, 
for whose benefit a charity is organized, receive the income 
of the corporation or association. The statute refers to in- 
dividuals having a personal and private interest in the activities 
of the corporation, such as stockholders. If, however, a cor- 
poration issues "voting shares," which entitle the holders 
upon the dissolution of the corporation to receive the pro- 
ceeds of its property, including accumulated income, the right 
to exemption does not exist, even though the by-laws pro- 
vide that the shareholders shall not receive any dividend or 
other return upon their shares. 

fl i972. Art.. 55. Proof of exemption. — In order to prove 
his right to this deduction the executor must submit: 

(1) Certified copy of the will of the decedent, or the 
instrument of gift in the case of a transfer of property in 
contemplation of death. 

(2), A receipt, statement, or other documentary evidence 
to show the beneficiary's receipt of, or intention to accept, 
the legacy, devise, or gift. 

(3) Affidavit of the executor, stating whether any action 
has been instituted to contest the will, or whether, accord- 
ing to his information and belief, any such action is con- 
templated. 

(4) : Such other document or evidence as may be specified 
by the , Bureau. 

ff-1973. Art 56. Conditional bequests. — Where the bequest, 
legacy, devise, or gift is dependent upon the performance 
of some act, or the- happening of some event, in order to 
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become effective it is necessary that the performance of the 
act or the occurrence of the event shall have taken place 
before the deduction can be allowed. Where, by the terms 
of the bequest, devise or gifjt, it is subject to be defeated 
by a subsequent act or event, no deduction will be allowed. 

IT 1974. Art. 57. Effective date.— The deduction may be 
claimed by the estates of all decedents dying after December 
31, 1917. Where the tax has been paid without taking the 
deduction, a claim for refund may be made, as provided 
by Article 110. 

SPECIFIC EXEMPTION 

[See Law, Sec. 403 (a) (4), page 303, Tax Book, Part II.] 

fl 1975. Art. 58. Specific exemption. — There may be de- 
ducted from the gross estate of all resident decedents a specific 
exemption of $50,000. No part of this exemption is allowed 
in the case of nonresident decedents. (See Art. 59.) If 
more than one return is made for purposes of the tax, the 
exemption may be taken only once. 

DEDUCTIONS IN THE CASE OF NONRESIDENT 

ESTATES 

[See Law, Sec. 403 (b) (1), page 303, Tax Book, Part II.] n 

ffl976. Art. 59. Manner of making deduction. — The gross 
estate of a resident and of a nonresident are made up in the 
same way. In ascertaining the net estate, however, which 
is subject to tax, there is a radical difference between the two 
cases. Whereas the net estate in the case of a resident is 
determined by making the specified deductions from the entire 
gross estate, the net estate in the case of a nonresident is 
determined by making the deductions from the value of so 
much of the gross estate as is situated in the United States. 
Thus, in substance, the statute attempts to tax only the 
transfer of so much of the estate of a nonresident as is situ- 
ated in the United States. On the other hand, nonresident 
estates are not entitled to the specific exemption of $50,000. 

fl 1977. Art. 60. Situs of property. — The situs of property, 
both real and personal, for the purpose of the tax r is its 
actual situs. Stock in a domestic corporation, and insurance 
payable by a domestic insurance company, constitute prop- 
erty situated in the United States, although owned by, or 
payable to, a nonresident. A domestic corporation or insur- 
ance company is one created or organized in the United States. 
Bonds actually situated in the United States, moneys on d$- 
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posit with domestic banks and moneys due on open accounts 
by domestic debtors constitute property subject to tax. 

Where insurance is payable to the estate, all insurance 
in domestic companies should be included in the gross estate. 
Where insurance is payable to individuals other than the 
executor, there should be included in the gross estate only 
the excess of domestic insurance over the sum of $40,000. For- 
eign insurance is not considered. 

Example: The testator leaves $30,000 of insurance in do- 
mestic companies and $30,000 of insurance in foreign com- 
panies, payable in each case to individual beneficiaries. As 
the domestic insurance does not exceed $40,000, there is noth- 
ing to be included in the gross estate. 

Example: The testator leaves $50,000 of insurance in do- 
mestic companies and $50,000 of insurance in foreign com- 
panies, payable in each case to individual beneficiaries. There 
should be included in the gross estate $10,000, being the 
excess of the domestic insurance over $40,000. •r 

Any property of which the decedent has made a transfer, 
or with respect to which he has created a trust, in contempla- 
tion of, or to take effect at or after, death, is deemed to be 
situated in the United States if so situated 'either at the 
time of the transfer or the creation of the trust, or at the 
time of the decedent's death. 

fl* 1978. Art. 61. Deduction for claims and expenses.~-*The 
character of the deduction is the same as in the case of resi- 
dent estates (see Arts. 37 to 49). It is immaterial whether 
the expenditures are incurred or .paid in this country or 
elsewhere. The deduction, however, is subject to limitations 
which do not apply in the case of a resident estate. Only 
that proportion of the claims and expenses is deductible which 
the value of the property situated in the United, States bears 
to the value of the entire gross estate, wherever situated; 
and in no event may a sum be deducted in excess of 10 
per cent of the value of the property situated in the. .United 
States. This 10 per cent limitation does not- apply to ,tl;ie 
deductions subsequently considered. (See Arts. 62, 63.) 

[See Law, Sec. 403 (b) (2), page 304, Tax Book, Part II.] 

ff 1979. Art. 62. Property previously taxed,— The value of 
property owned by a nonresident person dying after October 3, 
1917, or forming part of the gross estate of the decedent, may 
be deducted within the limitations prescribed with reference 
to resident estates (see Art. 50), and subject to the further 
cpndition th^t the property shall have been situated in the 
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United States at the time of the death of the second decedent. 
The detailed rules for deductions in the case of nonresident 
estates are consequently as follows: 

(1) That the two deaths occurred within five years of each 
other. 

(2) That the first decedent, died after October 3, 1917, and 
that the second decedent died after February 24, 1919. 

(3) That an estate tax has actually been collected from 
the estate of the first decedent (the mere filing of a return not 
being sufficient). 

(4) That the property originally received from the prior 
estate has been returned as part of the gross estate of the 
prior decedent, and that the property sought to be deducted is 
either the identical (property so returned or was taken in 
exchange for such property; and 

(5) That the property sought to be deducted shall have 
been situated in the United States at the time of the death 
of the present decedent. 

For the rules for determining when property is acquired in 
exchange, within the meaning 6f the statute, see Article 52. 
[See Law, Sec. 403 (b) (3), page 304. Tax Book, Part II.] 

fl 1980. Art. 63. Public, charitable, or similar gifts,— Where 
the bequest is to a corporation, it is limited to a domestic 
corporation; that is, one created or organized in the United 
States. Where the bequest is to a trustee, it must be for use 
exclusively within the United States. The requirements are 
different and should not be confused. The first relates to the 
character of the donee; the second to the character of the use 
of the gift. With these , exceptions the rules for deduction are 
the same as in the case of resident estates (see Arts. .53, 54) 

This deduction applies to the estates of all decedents dyin£ 
after December 31, 1917. In the case of any estate entitled 
tp the deduction which, paid the tax without receiving the 
benefit -of the right, the excess tax will be refunded upon filing 
of claim for refund. 

fl 1981. Art. 64. Determination of net estate.-~The follow- 
ing example will show the manner of determining the net 
estate, subject to tax, of a nonresident decedent. The gross 
estate of the decedent, wherever situated, amounts to $1,000,000, 
of which the property in the United States, Hawaii, and Alaska 
amounts ,to $200,0QQ. The total legal deduction for claims and 
expenses" (see Art. 61) amounts to $75,000; and there are char- 
itable bequests, for : use within the United States, amounting 
to $25,000. Inasmuch as the property . in the United States, 
Hawaii, and Alaska constitutes 20 per cent of the entire gross 
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estate, one-fifth of the total deductions for claims and expenses 
is the proportionate share corresponding to this property. This 
proportion amounts to $15,000; and as this amount does not. 
exceed ten per cent of the property situated in the United 
States, Hawaii, and Alaska, the entire amount is deductible. 
The following result is accordingly obtained: 

Gross estate within the United States $200,000 

Proportion of deductions for claims and expenses 

under subdivision 1 $15,000 

Charitable bequests in United States 25,000 

40.000 

Net estate subject to tax $160,000 

The tax on this amount should be computed in the manner 
previously provided for residents' estates. (See Art. 8.) 

In the example given, if the total legal deductions for claims 
and expenses had amounted to $150,000, the proportionate 
amount of deductions, $30,000, would not have been deductible, 
inasmuch as this would have exceeded ten per cent of the 
property in the United States. Hawaii, and Alaska. In such 
case the total amount of the deductions allowable for claims 
and expenses would have been ten per cent of the gross estate 
within the United States, or $20,000, making, with the charitable 
bequests of $25,000, a total deduction of $45,000. The net 
estate subject to tax would accordingly have been $155,000. 
instead of the amount given in the example. 

U1982. Art. 65. Payment of tax.— The regulations with 
reference to rates of tax and payment are the same in the 
case of estates of nonresidents as of residents. The statute 
provides that the executor shall pay the tax. If no executor 
or administrator has been appointed in the United States, 
every person in the United States in possession of any part 
of the decedent's gross estate is constituted an executor tor 
the purpose of tax payment, and is liable for the tax upon 
the transfer of the portion of the gross estate in his posses- 
sion. All checks should be made payable to the order of the 
Commissioner of Internal Revenue. Such checks should be 
certified. Acceptance of the check discharges the tax only in 
case subsequent investigation and audit disclose that the cor- 
rect amount has been paid. (See Art. 90.) 

SIXTY-DAY NOTICE— RESIDENT ESTATES 

[See Law, Sec. 404, page 305, Tax Book, Part II.] 

fl 1983. Art. 66. When notice required. — A preliminary no^ ^S 
tice, called the sixty ^Jay notice* is required to be filed in the Wv^ 
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case of every resident decedent who died on or after Feb- 
ruary 25, 1919, the gross amount of whose estate exceeds 
$50,000. This notice must be filed in duplicate with the col- 
lector in whose district the decedent had his domicile at the 
time of death. Where there is doubt as to whether the gross 
estate exceeds $50,000, the notice should be filed, as matter ot 
precaution, in order to avoid penalties. 

Prior to February 25, 1919, the notice was required if the 
gross estate exceeded $60,000, or if there was any net estate 
after the deductions allowed by law, including the $50,000 ex- 
emption, had been taken. These provisions are not now in 
effect except to determine delinquency under previous acts. 

In the case of the estates of nonresident decedents, notice is 
required if there is any property situated in the United States, 
without reference to its value. 

fl 1984. Art. 67. Notice by executor or administrator. — The 
executor or administrator of an estate is required to file notice 
on Form 704 within sixty days of his appointment by the 
court, or of coming into possession of any property of the 
estate, whichever event occurs first. The primary purpose of 
the notice is to advise the Government of the existence of tax- 
able estate, and filing should not be delayed beyond the sixty- 
day period because of uncertainty as to the exact value of the 
assets. Since the filing of the notice within the prescribed 
period is mandatory, the estimate of the gross estate called for 
by the notice is merely the best approximation of value which 
can be made within the time allowed. The instructions upon 
the back of the form should be read carefully before execut; 
ing the notice. The signature of one executor or administrator 
upon Form 704 is sufficient. For penalties for delinquency 
in filing notice, or filing of false or fraudulent notice, see Articles 
103 and 104. 

tf 1985. Art. 68. Notice by others than the executor or ad- 
ministrator. — The notice upon Form 704 must be filed by others 
than the executor or administrator if either of the following 
situations exists: 

(1) No executor or administrator has been appointed. 

(2) There is property included in the gross estate, as de- 
fined by statute, which has not, and will not, come into, the 
custody and control of the executor. 

In these cases, the persons in possession of the property 
included in the gross estate, are executors, within the meaning 
of the statute, for the purpose of filing the notice. 

fl 1986. Art. 69. Notice when no executor appointed. — 
Where no executor or administrator has been appointed, the 
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person taking possession of property at the time of death is 
required to file notice within sixty days of the date of death. 
The notice must be filed whether possession of the property 
was held at the date of death, or was acquired thereafter. The 
notice on Form 704 must be filed by such persons in any case 
where an executor or administrator has not been appointed 
within sixty days of the decedent's death, although one is ap- 
pointed subsequently. Where an executor or administrator 
is appointed within the sixty-day period, the duty of 1 filing 
the notice devolves upon him; and all other persons are re- 
lieved from liability to file with respect to property coming 
into the custody and control of (the executor or ■ administrator. 

H 1987. Art. 70. Notice where property not within execu- 
tor's control. — Where there is property that will not come 
into the custody and control of the executor, but which is 
included in the gross estate as defined by the statute, the notice 
on Form 704 must be filed within sixty days of the date of 
death by the person in possession or control of the property 
at the time of death. 

The persons required to file Form 704, in compliance with 
this requirement, include the following: 

(1) The surviving husband or wife in the case of property 
owned as tenants in the entirety, 

(2) Donees who have received within two years prior to 
the decedent's death any gift of material value from the de- 
cedent, or who have received at any time whatever gifts made 
by the decedent in contemplation of death or intended to take 
effect at or after death. 

(3) Trustees holding property conveyed during lifetime by 
decedent in contemplation of death, or with intent to provide 
for others at or after the decedent's death, regardless of the 
date of execution of the instrument making the conveyance. 

(4) Fiduciaries holding property of any kind jointly for 
the decedent and another or others. Example: A savings bank 
holding a joint account in the name of the decedent and an- 
other, payable to either or to the survivor, must file Form 
704 for the full amount of the account. 

(5) Trustees having in charge property over which the de- 
cedent exercised a general power of appointment, and which 
will not come into the possession and control of the executor 
or administrator. 

(6) Beneficiaries other than the executor who receive insur- 
ance upon the decedent's life, provided the total amount of 
the insurance receivable by all such* beneficiaries exceeds 
$40,000. 
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The primary duty of filing notice with respect to property 
which will not come into the executor's control rests upon 
the person actually in possession at the time of death. It is 
the duty of the succeeding owner, however, where property 
of this character- is held at the time of death by an agent or 
fiduciary, to give notice within sixty days of the date of taking 
possession, unless he finds that notice has already been filed. 
For example, the appointee of property, under a general power 
of appointment exercised by the decedent, should file notice 
within sixty days of receiving possession, unless the notice has 
already been filed. 

IT 1988. Art. 71. Insurance companies' sixty-day notice. — 
Sixty-day notice upon Form 787 must be filed by every insur- 
ance company which pays insurance upon the life of a resident 
decedent to beneficiaries other than the executor or administra- 
tor in amounts aggregating more than $40,000, or which has 
knowledge of insurance payable to such beneficiaries by other 
insurance companies, aggregating, with amounts payable by the' 
company itself, more than $40,000. If the proceeds of any 
policy are payable in the form of an annuity, the present 
worth of such annuity, for the purpose of deducting the $40,000 
exemption, should be computed in accordance with the pro- 
vision of Article 20. Notice should be filed with the col- 
lector of the district in which the decedent had his domicile 
within sixty days of receipt by the company of notification of 
death. If the insurance company is in doubt as to its liability 
to give notice, the notice should be filed. 

Where insurance is taken out with a foreign branch of a 
domestic insurance company, the notice should be given by the 
home office of the company within sixty days of the receipt 
by the foreign branch of information of the decedent's death. 

fll989. Art. 72. Where military exemption claimed sixty- 
day notice required. — The executors of estates exempted from 
the tax (see Art. 9) are required to file the sixty-day notice with 
the proper collector in the same manner as the executors of 
taxable estates. The executor should, in addition, write across 
the face of the form the words "Military exemption claimed." 

SIXTY-DAY NOTICE— NONRESIDENT ESTATES 

fl 1990. Art. 73. Nonresident sixty-day notice. — A sixty-day 
notice on Form 705 should be filed with the Commissioner of 
Internal Revenue, Washington, D. C, by every executor or 
administrator appointed in the United States. The notice is 
necessary if any part of the decedent's gross estate was situated 
in the United States at the time of death, regardless of the 

(Supplement No. *5) 851 



value oi... that part or of the entire gross estate. If no executor 
or administrator has been appointed in this country, notice 
must be filed within sixty days of the date of death by every 
person . in possession of any part of the gross estate in the 
United States. If such person has no -knowledge of the de- 
cedent's . death within sixty days of its occurrence, he should 
file : this notiqe immediately upon obtaining such knowledge. 
The filing, .of, notice by a foreign executor or administrator 
does n,ot relieve persons in possession from the duty of filing 
notice. If. there is a delay in the appointment of a local execu- 
tor or administrator of more than sixty days after, the death, 
persons in possession should file notice. The term "person .in 
possession of property of the decedent" includes the decedent's 
agents or representatives; donees and transferees or trustees 
of property transferred in contemplation of death; the surviving 
owner of property held jointly; safe-deposit companies, ware- 
house companies, and similar custodians of property in this 
country of a nonresident decedent; brokers holding as collateral 
securities belonging to the decedent or investment funds owned 
by the decedent; banking institutions holding money on de- 
posit or for any specific purpose, such as purchase of goods, 
if the title rests in the decedent: and debtors of the decedent in 
this country. 

1f 1991. Art. 74. Transfer agents' sixty-day notice.— *A ■ 
sixty-day notice upon Form 714 is required to be filed when- 
ever a corporation, its transfer agent, register, or paying agent, 
is called upon to make a transfer of stocks or bonds, or to pay 
interest or dividends, to any successor in interest of any non- 
resident stockholder or bondholder who died after September 
8, .19,16, unless; the transfer is made upon the order of an execu- 
tor or administrator appointed in the United; States, The no- 
tice is required for dividends declared prior to the day of death, 
and for interest which had accrued on bonds prior to the. death 
of, the decedent, although payable thereafter. Notice should 
be filed with the Commissioner of Internal Revenue at. Washi- 
ngton, D. C, within sixty days of the daite of death, or imme T 
diately upon receipt of the order of transfer or payment, A 
transfer agent should be vigilant to report all cases in which 
the fact "Of • the death of a nonresident appears. Where the 
securities are received without the personal assignment of the 
decedent, but with the transfer order of the foreign executor, „ 
it is clear that the case should be reported. Where the secu- 
rities 'bear the personal assignment of the decedent, the trans- 
fer ^should be reported if made upon the order of a foreign- 
executor, or if information is received in any other manner 
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that the record owner has died a nonresident of the United 
States. 

IT 1992. Ant. 75. Importance of requirement. — In order to 
prevent loss of the tax upon nonresident estates, it is essential 
that transfer agents should exercise great care in reporting 
all transfers of the kind described. Their reoords will be exam- 
ined from time to time by internal-revenue officers to determine 
whether this regulation is being strictly complied with. Fail- 
ure to file notice in the manner prescribed will render the 
transfer agent liable to a fine. 

TT 1993. Art. 76. Insurance companies' sixty-day notice. — 

The sixty-day notice upon Form 788 must be filed by every 
domestic insurance company which pays insurance upon the 
life of the nonresident decedent in any amount either to a for- 
eign executor or administrator, or to individual beneficiaries. 
The notice should be filed with the Commissioner of Internal 
Revenue, Washington, D. C, within sixty days of receipt of 
proof of claim. No notice is required to be filed, if the only 
insurance paid is receivable by ah executor appointed in the 
United States. If, however, the company is liable to give 
notice, it is required to report insurance of all classes in order 
that its statement may be complete. 

THE RETURN— RESIDENT ESTATES 

[See Law, Sec. 404, page 305, Tax Book, Part II.] 

fl 1994. Art. 77. When return required— date of filing.— A 
return on Form 706 is required in the case of every resMeni 
decedent who died on or after February 25, 1919, leaving a 
gross estate exceeding $50,000 in value. This return must be 
filed with the collector in whose district the decedent resided. 
It must be filed within one year after the date of death, unless 
an extension is granted, and must be in duplicate. In the case 
of decedents who died before February 25, 1919, the effective 
date of the Revenue Act of 1918, the return is rquifed if the 
gross estate exceeds $60,000, or if there is any net estate 
after the legal deductions, including the $50,000 exemption, have 
been taken. In the case of estates of nonresidents, return 
is required if the decedent owned any property in the United 
States, regardless of vajue. (See Art. 88.) 

1f 1995. Art. 78. Procedure where no return has been made. 
— The statute provides that if no return is filed for the estate 
of a decedent, or if a return contains a false or incorrect state- 
ment. of a material fact, the collector or deputy collector shall 
make a return. The Commissioner may amend this return from 
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such knowledge or information as he can obtain, through tes- 
timony or otherwise. A return so made by the Commissioner, 
or made by the oolleotor and approved by the Commissioner, 
is a sufficient basis for assessing the tax. Where a tax is found 
to be due upon such a return, the estate will be liable for pen- 
alties as well as for the tax. 

ff 1996. Art. 79. Investigation where return has been filed.— 

An investigation of every return for estate tax will be con- 
ducted to verify the accuracy of the return. The investigation 
will be made by special officers of the Bureau. The fact that 
an investigation is made does not reflect upon the compe- 
tence or good faith of the executor, since investigations are 
required in all cases as a matter of administrative procedure. 
The executor should co-operate with the examining officer in 
order that the full tax liability may be definitely determined 
and the case closed. During the course of the investigation 
the examining officer will inspect the books and records of the 
estate, interview the executor and other persons having knowl- 
edge of the decedent's affairs, verify the value of the assets 
and the amounts of debts and administration expenses, and 
take such other steps as may be necessary to determine the 
correct tax. 

It is the purpose of the Bureau to make these investigations 
as soon as practicable after- the filing of the return. Whenever 
there are special and urgent reasons for an early investigation, 
the collector should be notified in order that the case may 
be given special attention. Upon completion of the investiga- 
tion the executor will be apprised by the examining officer of 
his findings, and will be given an opportunity to discuss the 
case and present such data as he may desire, to be considered 
by the Bureau in connection with the examining officer's re- 
port. Upon the completion of the review and audit by the 
Bureau of ithe return and the examining officer's report, the 
executor will be informed by letter from the, Commissioner 
of the result of the audit. If the letter contains notification 
of an unpaid balance of tax, the executor should make payment 
to the collector. After the expiration of thirty days from 
receipt of the notification, interest will accrue upon the excess 
tax at the rate of ten per centum per annum. If the executor 
wishes to file claim for abatement of any pant of the excess 
tax, such claim must be filed within thirty days of receipt of 
notification, or he may pay the tax in order to prevent the 
running of interest, and submit claim for refund. 

1f 1997. Art. 80. Persons liable for return.— The statute pro- 
vides that the executor or administrator shall file the rettirn. 
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If there is more than one executor or administrator, the return 
must be made jointly by all. Where no executor or admin- 
istrator has been appointed, every person in possession of any 
part of the gross estate is considered to be an executor for 
the purposes of the tax, and is liable for a return as to the 
property in his possession. The executor or administrator 
is required to make a return of the entire gross estate of the 
decedent, including property which will not come into his 
possession, such as property transferred by the decedent before 
death, and property owned by tenants in the entirety. If 
the exerutor is unable to make a complete return as to any 
part of the gross estate, he is required to give all the informa- 
tion he has as to such property, including a full description, 
and the name of every person holding a legal or beneficial 
interest in the property. Where the executor is unable to make 
a return as to any property, the statute requires every person 
holding a legal or beneficial interest therein, upon notice from 
the collector, to make return as to such part of the gross 
estate. For penalties for delinquency in filing return, or filing 
of false or fraudulent return, see Articles 103 and 104. 

fl 1998. Art. 81. Extension of time for filing return.— If it 
is impossible for the executor to file a complete return within 
a year from the date of death, he may make application to the 
collector for ah extension of time for filing the return, stating 
in detail in his application the circumstances which prevent the 
filing of the return by the due date. If the collector is satisfied 
that a complete return can not be made, he may grant exten- 
sions of time, not to exceed 180 days from the due date, no 
single extension exceeding sixty days. At the expiration of the 
extension period a return must be filed. If at that time it is 
still impossible to file a complete and accurate return, on ac- 
count of the unsettled condition of the affairs of the estate, 
the return filed by the executor must be as complete as possible, 
and must set forth all the facts in his possession as to the 
gross and net estate. At the time of filing such return he 
must pay a sum sufficient in the opinion of the collector to 
satisfy the tax. Such a return will be accepted by the col- 
lector; but the executor must file an amended return as soon 
as the condition of the estate permits. 

fl 1999. Art. 82. Execution of return.— The return must be 
made on Form 706, copies of which will be supplied by the 
collector. It must contain an itemized inventory, by schedule, 
of the property constituting the gross estate, together with a 
full statement of deductions claimed, as therein provided. The 
instructions printed on the form should be carefully fallowed. 
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Ail documents and vouchers used in preparing the return 
should be retained by the executor, so as to be available for 
inspection whenever required. Certified copies of the will, if 
any, must be submitted with the return, together with dupli- 
cate copies of the other documents required by the instruc- 
tions printed on the form, or any documents which the execu- 
tor may desire to submit with the return in explanation 
thereof. 

. fl 2000. Art. 83. Supplemental data, — The statute provides 
that the, executor, in addition to filing notice and return, shall 
furnish such supplemental data as may be necessary .to estab- 
lish the correct tax. It is therefore the duty of the executor 
to furnish upon request copies of any documents in his pos- 
session relating to the estate, or on file in any court having 
jurisdiction over the estate, appraisal lists of any items included 
in the gross estate, copies of balance sheets or other financial 
statements relating to the value of stock, and any other in- 
formation obtainable by him that may be found necessary in the 
determination of the tax. Failure to comply with such a 
request will render the executor liable to a fine not to exceed 
$50Q, and proceedings may be instituted in the proper United 
States court to secure compliance with the requirement. 

fl2001. Art. 84. Same — nonresident estates.^rPursuant to 
this provision the executor of a nonresident decedent is re- 
quired to file, with the return: 

(1) Certified copy of will, or, if. the decedent left several 
wills, to govern in different jurisdictions, certified copy of each 
will. 

(2) Certified copy of inventory of foreign property filed 
under a foreign estate, succession or death-duty act; or, if no 
such inventory wais filed, copy of inventory filed with the for- 
eign court of probate jurisdiction. 

(3) Certified copy of schedule of claims filed under a for- 
eign taxing act in cases where such claims are presented for 
deduction. If any item of deduction is not included in the 
schedule, the affidavit of the foreign executor or administrator 
with reference thereto should be submitted. 

The specified information is required whether or not the 
executor wishes to claim deduction, and is subject to the pro- 
vision of the statute (see Sec. 403) requiring him to include in 
his return the value of the gross estate situated in the United 
States. 1 

PRIVILEDGED CHARACTER OF RETURNS 

IT 2002. Art. 85/ Returns confidential. — All estate tax re- 
turns and notices are treated as privileged communications, 
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and may not be exhibited to any person other than the executor 
or his duly authorized attorney, except as stated in Article 86. 
This requirement of secrecy will be rigidly enforced, and ex- 
tends to information of a private nature submitted or obtained 
in connection with a return or notice. The requirement does 
not operate to prevent internal revenue officers from disclosing 
the returned value of any item or the amount of any specific 
deduction where such disclosure is necessary in order to arrive 
at a correct determination of the tax. This right of disclosure, 
however, does not extend to such information as the amount of 
the estate, the amount of tax, or other general data. Nor are 
the records in possession of the Bureau, whether on file with 
the Commissioner or the collector, open to inspection, except 
as provided herein. 

fl 2003. Art: 86. Disclosure to persons having material per- 
sonal interest. — Where any person other than the executor has 
a material interest .ii* ascertaining any fact disclosed by the 
return, or in obtaining information as to the payment of the 
tax, ' he shall make a written application to the Commissioner 
of Internal Revenue for such information, setting forth the 
nature of his interest and the purpose of the application, >The 
Commissioner will review the application, and, if it is approved, 
give written instruction to the collector to exhibit the return 
to the applicant, or give him such information as is specified. 
Under no circumstances shall the collector give information 
to persons other .than the executor except upon the written 
order of the Commissioner, and to the extent authorized by 
such order. 

1f 2004. Art. 87. Attorneys must have authorization. — In all 
cases wlicre information is sought regarding an estate, or an 
interview asked, by an attorney whose name does not appear 
on form of 706 as the. attorney for the estate, the information 
or interview will be denied unless the attorney presents a signed 
statement from the executor, authorizing him to appear in his 
behalf. The limitation does not apply where an attorney asks a 
general ruling on a question relating to a specific estate, or 
where he asks information of the procedure to be followed in 
regard to filing notice or making payment. Where an' attorney 
asks for information, or an interview, and his name appears on 
the return as attorney for the estate, the information or: inter- 
view will be granted if his identity is established. 

THE RETURN— NONRESIDENT ESTATES 

If 2065. Art. 88. Return of nonresident estates. — A return on 
Form 706 must be filed in duplicate with the Commissioricr of 
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Internal Revenue, Washington, D. C, within a year from the 
date of death if any part of the gross estate of the decedent 
was situated in the United States at the time of death. It is 
the duty of any executor or administrator appointed in the 
United States to file return for the whole of that part of the 
grass estate situated in the United States, whatever its value. 
If there is no such executor or administrator, every person in 
possession of any part of the gross estate in the United States 
may be required to file a return for such part* Notice will be 
given to such persons, however, where a return is required; 
and they are relieved of the duty of filing return by the appoint- 
ment of an executor or administrator in the Umited States, not, 
however, by the appointment of a foreign executor or adminis- 
trator.. If, however, a complete return is actually filed by 
the foreign executor of property in the United States, the 
persons in possession need not file a return. 

RETURN BY COLLECTOR 

[See Law. Sees. 405, 1317 (Sec. 3176) on pages 305 and 379, 
Tax Book. Part II.] 

IT 2006. Art. 89. Return by collector. — Where the executor 
fails to file a return, or files an inaccurate one, the collector or 
deputy collector is required to make a return from such 
information as he possesses or is able to obtain. In such cases 
the Commissioner assesses the tax in the same manner as 
though the return had been filed by the estate. 

PAYMENT OF TAX 
[See Law, Sec. 406, page 305, Tax Book, Part II.] 

IT 2007. Art. 90. Payment. — The tax is due and payable one 
year from the date of death. No discount will be allowed for 
payment in advance of the due date. The collector will grant 
to the person paying the tax duplicate receipts, either of which 
will be sufficient evidence of such payment, and entitle the 
executor to be credited with the amount by any court having 
jurisdiction to audit or settle his accounts. 

Payment will not be accepted before a return in proper 
form has been filed. Payment of the amount of tax shown to 
be due by a return accepted by the collector, executed in good 
faith and accurate so far as the knowledge of the executor 
extends, will be considered payment of the tax in full except as 
adjustment of the tax results from investigation. If at the 
time payment is made the exact amount of the tax can not be 
determined, the payment of a sum of money sufficient, in the 
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opinion of the collector, to discharge the tax will be considered 
payment in .full except as the tax is adjusted after investigation. 
(See Arts.- 78. 95,) The amount sufficient, in the opinion of 
the collector,, to discharge the tax is such sum as the collector 
may specify after having received a return in proper form 
containing an accurate statement of all the information in the 
executor's possession. If the return filed contains a gross or 
fraudulent misstatement of fact, the ,payment of the amount of 
tax shown to be due thereby will not be deemed to be payment 
in full of the tax, since the collector's decision is based upon 
the assumption that the return is made in good faith. 

1J2008. Art. 91. Payment by bonds or uncertified check,— 
Payment of the estate tax may be made by the delivery of 
Liberty Bonds or other bonds of the United States bearing 
interest at a higher rate than 4 per cent per annum, provided 
they were owned by the decedent for at least six months prior 
to the date of his death. Such bonds are received in payment 
to the amount of paf and interest accrued at the time of the 
payment. (See T. D. 2802 and T. D. 2905, H 2039.) 

Collectors may accept uncertified checks in payment of the 
estate tax provided such checks are collectible at par — that is, 
for their 'full amount, without any deduction for exchange or 
other charges. If the bank on which any such check is drawn 
should refuse to pay it at par, the check should be returned 
through the depositary bank, and be treated in the same 
manner as a bad check. All expenses incident to the attempt 
to collect such a check and the return of it through the 
depositary bank must be paid by the drawer of the check to 
the bank on which it is drawn, since no deduction can be made 
from amounts received in payment of taxes. (See Revised 
Statutes, Sec. 3210.) 

1f 2009. Art. 92. The executor shall pay the tax.— The statute 
provides that the executor shall pay the tax. This duty applies 
to the tax upon the transfer of the entire estate, including 
property which will not come into the possession of the executor 
or administrator. As to the personal liability of the executor, 
see Article 113. 

: ff:2010. Art 93. Extension of time for payment. — In any 
case where the Commissioner finds that payment of the tax 
within one year after the decedent's death would impose undue 
hardship upon the ©state, extensions of time will be granted 
for the payment of the tax for a period not to exceed in all 
three years from the due date. Extensions of time for tax 
payment will be. granted only -in exceptional cases, where it is 
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evident that the payment of the tax within the statutory period 
would cause the estate serious financial loss. No extension shall 
be for more than one year, and a substantial payment shall be 
made before each extension. Application for extension of time 
for payment should be filed with the collector, and should 
contain a full statement of the facts upon which the application 
is based. The collector will refer the application to the Com- 
missioner, with suitable recommendations. 

' The extension of time for the payment of the tax should 
not be confused with extension of time for filing the return. 
An extension of time to pay the tax does not relieve from the 
duty of filing the return within one year from the date of 
death. An extension of time for tax payment will not operate 
to prevent the accrual of interest upon the tax. 

if 2011. Art. 94. Interest on unpaid tax.-^-The statute pro- 
vides that, if the tax is not paid within one year and 180 days 
after the decedent's death, interest at six per centum per annum 
from the expiration of one year after the* decedent's death shall 
be added as part of the tax. This provision applies to the 
original amount of tax shown to be due by the return accepted 
by the collector. It applies in all cases in which penalties have 
not accrued under the Revenue Act of 1916. (See Art. 120.) 

ADJUSTMENT OF TAX— INTEREST 

[See Law, Sec. 407, page 306, Tax Book, Part II. J 

IT 2012. Art. 95. Adjustment of tax after investigation. — 

An investigation of every return for estate tax will be made 
by an internal-revenue officer, and the tax liability of the estate 
will be finally determined by the Commissioner upon the basis 
of such investigation. If at the time the Commissioner's deter- 
mination is made the tax has been paid upon the basis' of the 
return, an adjustment will be made of the amount of tax. If 
the amount of tax already paid exceeds the amount of tax 
as finally determined, the Commissioner will refund such excess 
payment to the collector. If the amount of tax as finally 
determined exceeds the amount of tax already paid, the collector 
will notify the executor of the amount of the unpaid balance 
of the tax and will demand payment thereof. Payment should 
be made by the executor immediately upon the receipt of such 
n6tification. Where the investigation of the return shows that 
no further tax is due, the executor will be notified to this 
effect. Until the receipt of such notification, he should reserve 
a sufficient portion of the estate to satisfy any excess tax. 

1(2013, Art. 96. Interest on additional tax. — If an unpaid 
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balance of tax is found to be due by the Commissioner after 
investigation, the statute provides that interest shall be added 
to the amount of such excess part of the tax at the rate of 
ten per centum from the expiration of 30 days after notification 
to the executor, provided the tax is not paid within such 30-day 
period. This interest will not begin to accrue, however, until 
the expiration of one year and 180 days after the decedent's 
death. (See Art. 94.) ' 

If a return is filed containing a gross or fraudulent mis- 
statement of fact, and payment made of the tax shown to be 
due thereby, such payment will not be considered payment in 
full within the meaning of the statute. (See Art. 90.) Conse- 
quently, in. such a case, interest upon the unpaid balance of 
tax, determined after investigation, will be added at the rate of 
six per centum per annum from the expiration of one year after 
the decedent's death to the expiration of 30 days from notifica- 
tion, and thereafter at the rate of ten per centum per annum 
until paid. 

COLLECTION OF TAX 

[See Law. Sec. 408, page 306, Tax Book, Part II.] 

1J2014. Art. 97. Remedy not exclusive. — The remedy by 
action, here provided for, is not exclusive. For other available 
remedies for the collection of the tax, see Article 117. 

REIMBURSEMENT 

[See Law, Sec. 408.] 

If 2015. Art. 98. Right to reimbursement not enforcible by 
bureau. — Two rights are here given. Persons in possession of 
property, and paying the tax, are entitled to reimbursement, 
either out of the undistributed estate or by contribution from 
other beneficiaries, of any excess of the amount paid over the 
amount of the tax upon the particular property in their posses- 
sion. The executor is also entitled to require beneficiaries under 
insurance policies to bear their proportion of the tax* These 
provisions, however, are not designed to curtail the right of 
the Bureau to collect the tax from any person, or out of any 
property, liable therefor. The Bureau may not be required 
to apportion the tax among the persons liable. For example, 
where a transfer has been made in contemplation of death, the 
Bureau may hold both the executor and the transferee liable 
with respect to the tax upon the property transferred. In such 
case, if the tax is paid by the executor, he may not look to the 
Bureau for relief by refund of part of the tax. 
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LIEN 

[See Law, Sec. 409, page 307, Tax Book, Part II.] 

1f 2016. Art. 99. Property subject to lien.— This lien attaches 
to every part of the gross estate, whether or not the property 
comes into the custody or control of the executor. The, only 
property divested of the lien is such part as is used to pay 
charges against <the estate and administration expenses allowed 
by the court which administers the estate. With this exception, 
the lien can only be divested by payment. It attaches to the 
extent both of the original tax shown Jo be due by the return 
and of any additional tax found to be, due upon investigation. 
Payment of the entire tax is necessary an order to destroy 
the lien. 

IT 2017. Art. 100. Release of lien.— The statute provides that, 
it the Commissioner is satisfied that the tax liability of an 
estate has be«n fully discharged or provided for, he may issue 
his certificate releasing any or all property of the estate from 
the lien. The issuance of certificates is a matter resting within 
the discretion of the Commissioner, and certificates will be 
issued only in case there is actual need therefor. In most cases 
the receipts issued by the collector 'constitute sufficient acquit- 
tance. 

The tax wall be considered fully discharged for the purpose 
of the issuance of a certificate only when investigation has 
been completed, and payment of the 'excess tax determined 
to be due, if any, has been made. A certificate of release of 
lien f may be issued by the Commissioner under these circum- 
stances upon any or all property of the estate, upon the filing 
by the executor of an application in duplicate on Porm 79*1. 
The form must contain all the information called for. 

Where the tax liability has not been fully discharged, as 
provided above, no general certificate of release will be granted, 
but releases of lien upon particular items of property will be 
issued upon the filing with the Commissioner of such security, 
if any, as he may require. Where security is required, a cor- 
porate indemnity bond must be furnished, or Liberty Bonds, 
or other bonds of the United States, must be deposited with 
the collector. In lieu of such security, the Commissioner may 
in any case issue the release upon payment of the estimated 
tax upon the transfer of the property released, computed at 
the highest rate applicable to the estate. If, upon consideration 
of the application, the Commissioner finds the : issuance of the 
certificate to be warranted, the collector will notify the executor 
of the amount of the bond, a$ fixed by 'the Commissioner.' ' 
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REMEDY AGAINST TRANFEREE AND INSURANCE 

BENEFICIARY 

[See Law, Sec. 409, page 307, Tax Book. Part II.J 

1J2018. Art. 101. Remedy in case of property transferred 
by decedent, or of individual insurance. — The amounts of the 
lien and of the personal liability of the transferee, trustee, or 
insurance beneficiary are limited to the amount of the tax 
upon the transfer of the particular property in the possession 
of the person liable. Where the transferee or trustee sells 
the property to a bona fide purchaser for a fair consideration 
in money or money's worth, the lien upon such property is 
divested; but there is substituted a lien upon all of the property 
of the transferee or trustee, except such part as may be sold 
to a bona fide purchaser for a valuable consideration. 

PENALTIES 
[See Law, Sec. 410, page 308, Tax Book. Part II.] 

Revised Statutes, Sec. 3176 (Comp. Sts., 1916, Sec. 5899) 
* * * In case of any failure to make and file a return or list 
within the time prescribed by law, or prescribed by the Com- 
missioner of Internal Revenue or the collector in pursuance 
of law, the Commissioner of Internal Revenue shall add to the 
tax 25 per centum of its amount, except that when a return 
is filed after such time and it is shown that the failure to 
file it was due to a reasonable cause and not to willful neglect, 
no such addition shall be made to the tax. In case a false 
or fraudulent return or list is willfully made, the Commissioner 
of Internal Revenue shall add to the tax 50 per centum of its 
amount. 

The amount so added to any tax shall be collected at the 
same time and in the same manner and as part of the tax unless 
the tax has been paid before the discovery of the neglect, falsity, 
or fraud, in which case the amount so added shall be collected 
in the same manner as the tax. 

1F2019. Art. 102. Nature of penalties.— Two kinds of penal- 
ties are provided for delinquency with respect to the duties 
imposed by the estate tax law: 

(1) A specific penalty, to be recovered by suit, unless ad- 
justed by an offer in compromise; and 

(2) A penalty of a Certain percentage of the tax, to be 
added to the tax and collected in the same manner as the tax. 

In any case of delinquency for which more than one penalty 
is provided the Government may impose either or both penalties. 
(Supplement No. *$) 863 



1f2ft20. Art. 103. Penalties for false and fraudulent notice 
or return. — Where statements in the 60-day notice or in the 
return afe knowingly and willfully false, the person making 
them is subject to a penalty of $5,000, or imprisonment for one 
year, or both; and, for the false return, 50 per cent may be 
added to the amount of the tax. 

fl 2021. Art. 104. Penalty for failure to file notice or return. 
— For failure to file the 60-day notice or the return within the 
time prescribed, the person in default is subject to a penalty 
not to exceed $500; and, for the failure to file the return, 25 
per cent may be added to the amount of the tax. Where it 
appears, however, that the failure to file the return was due 
to a reasonable cause and not to willful neglect, no addition 
is made to the tax. 

112022. Art. 105. Penalty for failure to exhibit records or 
property. — Where a person in possession or control of any 
record, file, or paper, supposed to contain information relating 
to the estate, fails to exhibit the same, upon the request of 
the Commissioner or any collector, he is liable to a penalty 
not to exceed $500, to be recovered by civil action. He must 
comply with such a request whether or not he believes that 
the documents contain information relating to the estate. A 
person in possession of propery forming part of the gross 
estate, and refusing to exhibit the same upon the request of 
the Commissioner or a collector, is subject to a similar penalty. 

CLAIMS FOR ABATEMENT AND REFUND 

[See Law, Sec. 1316 (a), (b), page 376, Tax Book, Part II.] 

H2023. Art. 106. General provisions. — Under these provi- 
sions of law two forms of relief are afforded the executor in 
cases where he believes that an excessive amount of tax has 
been assessed against or paid by him, either upon the basis 
of the return or of the investigation conducted by the Bureau. 
The two forms of relief are: 

(1) Claim for abatement on Form. 47 where the tax has 
been assessed but not paid. 

(2) Claim for refund on Form 46 where the tax has been 
paid. 

11 2024. Art. 107. Claim for abatement.— Claims for the 
abatement of taxes or penalties illegally assessed must be made 
upon Form 47, and must be sustained by the affidavits of the 
parties against whom the taxes were assessed or of other parties 
cognizant of the facts. When a tax has been assessed, the 
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presumption is that the assessment is correct; and the burden 
of showing that it was improperly or illegally assessed rests 
upon the applicant for abatement. The affidavit must therefore 
contain a full and explicit statement of all the material facts 
relating to the claim in support of which they are offered and 
which are essential to proper consideration. Nothing should 
be left to inference, but all the facts relied upon should appear 
upon the papers themselves. The filing of a claim for the 
abatement of a tax alleged to have been erroneously assessed 
does not necessarily operate as a suspension of the collection 
of the tax. The collector may collect the tax if he thinks it 
necessary, and leave the taxpayer to his remedy of a claim" 1 for 
refund. 

fl 2025. Art. 108. Accrual of interest as affected by abate- 
ment claim*— Where a claim for abatement is rejected, the 
making of the application does not affect the running of interest. 
The allowance of the claim, however, in whole or part, dis- 
charges all interest obligations upon the portion of the claim 
allowed. The sarnie rules apply where, upon the request of the 
executor, a reinvestigation is made of the amount of an addi- 
tional tax. 

ff 2026. Art. 109. Limitation of time to file claim for abate- 
ment of excess tax.— If it is desired to file claim for abatement 
of the excess amount of tax disclosed upon investigation, such 
claim should be filed with the collector within 30 days of receipt 
of the Commissioner's letter of notification. After that period 
the claim will not be considered, but the tax must be paid, 
and adjustment made by claim for refund. 

fl2027. Art. 110. Claim for refund.— Claims for refund of 
assessed taxes and penalties must be made on Form 46; In 
this case, as in the case of claims for abatement, the "burden 
of proof rests upon the claimant. All the facts relied upon in 
support of the claim should be clearly set forth under oath. 
With the claim should be presented, in addition to the evidence : 

(1) Collector's receipt evidencing payment of tax. 

(2) Where the claim is made by the executor or adminis- 
trator, a certified copy of the letters testamentary or of admin- 
istration, and a certificate that the appointment remains in 
full force and effect. 

(3) Where the executor or administrator has been dis- 
charged, a certified copy of the decree discharging him, and 
evidence as to the persons entitled to receive the refund, setting 
forth their names. Where the claim is made on behalf of a 
number of persons, there should be furnished a power of attor- 
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ney duly executed by all the beneficiaries showing the claimant's 
authority to act in their behalf. 

fl2028. Art. 111. Payment of claims. — Warrants in payment 
of claims allowed will be drawn in the names of the parties 
entitled to the money; and will, unless otherwise directed, be 
sent by the Treasurer of the United States directly to the proper 
parties, or their duly authorized attorneys or agents; but if the 
claimants are indebted to the United States for taxes such 
taxes must be paid before the warrants are delivered. 

POWER TO COMPROMISE OR REMIT PENALTIES 

[See Sec. 3229, Revised Statutes, page 64, Tax Book, Part JL] 

Revised Statutes, Sec. 5292 (Comp. Sts., 1916, Sec. 
10,130.) Whenever any person who shall have incurred 
any fine, penalty, or forfeiture, or disability * * * shall 
prefer his petition to the judge of the district in which 
such fine, penalty, or forfeiture, or disability has accrued, 
truly and particularly setting forth the circumstances of 
his case, and shall pray that the same may be mitigated 
or remitted, the judge shall inquire, in a summary manner, 
into the circumstances of the case; first causing reason- 
able notice to be given to the person claiming such fine, 
penalty, or forfeiture, and to the attorney of the United 
States for such district, that each may have an oppor- 
tunity of showing cause against the mitigation or remis- 
sion thereof; and shall cause the facts appearing upon 
such inquiry to be stated and annexed to the. petition, 
and direct .their transmission to the Secretary of the 
Treasury. The Secretary shall thereupon have power to 
mitigate or remit such fine, forfeiture,, or penalty, , or 
remove such disability, or any part thereof, if,, in his 
opinion, the same was incurred without willful negli- 
gence, or any intention of fraud in the person incurring 
the same; and to direct the prosecution if any has been 
instituted for the recovery thereof, to cease and be 
discontinued, upon such terms or conditions as he may 
deem reasonable and just. 

Revised Statutes, Sec. 5293 (Comp. Sts. 1916, Sec, 
10,131.) The Secretary of the Treasury is authorized to 
prescribe such rules and modes of proceeding to ascertain 
the facts upon which an application for remission of a 
fine, penalty, or forfeiture, is founded, as he deems proper, ^fc««Jfl 

and, upon ascertaining them, to remit the fine, penalty, ^E5 
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or forfeiture, if in his opinion it was incurred without 
willful negligence or fraud, in either of the following, 
cases: 

First. If the fine, penalty, or forfeiture was imposed 
under authority of any revenue law, and the amount does 
not exceed $1,000. 

fl2029. Art. 112. Power to compromise or remit— The 
Commissioner, with the advice and consent of the Secretary 
of the Treasury, may compromise any civil or criminal case 
arising under the internal revenue laws instead of commencing 
suit thereon, and with the advice and consent of the Secretary, 
and upon the recommendation of the Attorney General, may 
compromise any such case after suit thereon has been com- 
menced by the United States. Accordingly, the power to 
compromise extends to (a) both civil and criminal cases; (b) 
cases whether before or after suit; and (c) both taxes and 
penalties. Refunds can not be made of accepted offers in 
compromise in cases where it is subsequently ascertained that 
no violation of law was involved. No power exists, however, 
to. compromise a tax where its existence and amount are not 
disputed in good faith, and the taxpayer is solvent. Where a 
fine, penalty, or forfeiture, not exceeding $1,000, is incurred 
without willful negligence or fraud, it may be remitted by the 
Secretary of the Treasury; and he may remit other fines, 
penalties, forfeitures, and disabilities where the court has in- 
quired into the matter and made findings. 

PERSONAL LIABILITY OP EXECUTOR 

Revised Statutes, Sec. 3467 (Comp. Sts., 1916, Sec. 
6373.) Every executor, administrator, or assignee, or 
other person, who pays any debts due by the person or 
estate from whom or for which he acts, before he satis- 
fies and pays the debts due to the United States from 
such person or estate, shall become answerable in his own 
person and estate for the debts so due to the United 
States, or for so much thereof as may remain due and 
unpaid. 

f 2030. Art. 113. Extent of liability.— The executor is per- 
sonally liable for the payment of the estate tax to the amount 
of the full value of the assets of the estate which have at any 
time come into his hands. (See also Revenue Act of 1918, Sec. 
407.) Where no executor or administrator has been appointed, 
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every person in possession of any part of the gross estate is 
liable for the tax as an executor. 

EXAMINATION OF RECORDS AND TAKING OF 

TESTIMONY 

[See Law, Sees. 1305 and 1318, pages 371 and 380 respectively, 
Tax Book, Part II.] 

: ff 2031;"* 'Aft. 114. Securing evidence— Taking of testimoriy.— 
in order to ascertain the correctness of a return, or to make 
a return where none has been made, the Commissioner has 
powefr to require the attendance, and to take the testimony, 
of the person rendering the return, 1 or any officer or employee 
oi such person, or any other person having knowledge in the 
premises. Such person may be required to produce any rele- 
vant book, paper or other record. This power may be exercised 
by any revenue! agent or inspector designated for the purpose. 

f 2032. . Art. 115. Power to compel compliance. — Where any 
person is summoned to appear and testify, or to produce books, 
papers, or other data, the District Court of the United States 
for the district in which such person resides has power to 
compel the giving of the testimony, or the production of the 
books, papers, or data, and to issue any appropriate process, 
writ, or order. 

REMEDIES FOR COLLECTION 

[See Law, Sec. 1305, page 371, Tax Book, Part II.] 

H 2033. Art. 116. Remedies for collection of tax. — The pro- 
vision of the statute quoted above applies to the estate tax 
law; and 1 'tntee ' remedies ' ai*e L tmfe ' provided tor the 'collection 
of the tax: 

(1) Collection by' distraint --The coH'efcror majy issue war- 
rant of distraint authorizing the seizure and sale of any or all 
of the assets of the estate. (See R. S., Sees. 3187 et seq.; 
Comp. Sts., 1916, Sec. 5909 et seq.) 

(2) Collection by suit to subject the property to sale. — 
The collector may commence in any court of the United States 
appropriate proceedings, in the name of the United States, 
to subject the property of the decedent to sale under the 
judgment or decree of the court. (See Sec. 408; Art. 97.) 

(3) Collection by suit for personal liability. — The pergonal 
'liability. of the ^executor, of the transferee or trustee of property 

transferred in' contemplation of death, and of the beneficiary 
of taxable life insurance (See- Art:- 101) may be enforced by any 
appropriate action. 
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IT 2034. Art. 117. Executor's duty to keep records. — It is 

the duty of the executor to keep such records as the Commis- 
sioner may require. Executors are required to keep complete 
and detailed records of the affairs of the estate, sufficient to 
enable the Bureau to determine accurately the amount of the 

tax liability. 

i i 

If 2035. Art. 118. Executor's duty to render statements. — 
It is also the duty of the executor not only to make the formal 
return, but also to render any other sworn statement which 
the Commissioner may require for the purpose, of determining 
whether a tax liability exists. 




SCOPE OP REPEAL 

[See Law. Sec. 1400 (a) (1), (b), page 382, Tax, Book. Part II.] 

ff2036. Art. 119. Scope of repeal.— The' Revenue Act of 1918 
retains in force all taxes or penalties which had accrued 
prior to February 25, 1919. The procedure, however, with 
reference to the assessment and collection of all taxes, when- 
ever they accrued, is governed by the statute from the time 
when it went into effect on February 25, 1919. 

t[2037. Art. 120. Interest under Revenue Act of 1916.— 
The Revenue Act of 1916 provides that, where the tax is not 
paid within one year and 90 days from the date of the decedent's 
death, interest shall be added at the rate of ten per centum 
per annum from the date of death. Where the specified period 
had elapsed prior to February 25, 1919, this penalty has been 
incurred, and is not affected by the passage of the Revenue 
Act of 1918. Where, however, the period of one year and 
90 days had not elapsed prior to February 25, 1919, the Revenue 
Act of 1918 extends the time of payment to one year and 180 
days from the date of death. These rules operate as follows: 

Example: The year and 90 days, in a given case, expired 
on February 15, 1919, or ten days before the effective date of 
the Revenue Act of 1918. In this case interest at the rate of 
ten per centum per annum should be computed for the period 
of one year and 100 days from the date of death, or until the 
Revenue Act of 1918 took effect. If the tax is thereafter paid 
within the time prescribed by the new act (which allows an 
additional 80 days), no further interest accrues. If it is not 
paid within that period, additional interest accrues at the rate 
of six per cent from February 25, 1919, when the Revenue Act 
of 1918 took effect. 
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Example: On February 25, 1919, in a given case, only one 
year and 80 days from the date of the decedent's death had 
elapsed. No penalty having been incurred, the estate has 100 
additional days in which to make payment, viz., the year and 
180 days prescribed by the Revenue Act of 1918. If, however, 
the tax is not paid within this period, interest accrues at the 
rate of six per cent from the expiration of one year from the 
decedent's death, as provided by the Revenue Act of 1918 (see 
Art. 94). 

If 2038. Art. 121. Repeal of previous regulations.— The fore- 
going regulations are prescribed in pursuance of the authority 
conferred by the statute, and all rulings inconsistent with them 
are hereby revoked. 

DANIEL C. ROPER, 
Commissioner of Internal Revenue- 
Approved: August 8, 1919; 
CARTER GLASS, 

Secretary of the Treasury. V 
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INDEX TO REGULATIONS 37, ESTATE TAX 

A 

Abatement, claim for: Article 

Limitation of time to file 109 

Proof in support of 107 

When may be made 106 

Accord and satisfaction of past claim—not sufficient consideration 

to constitute transfer a "sale" * 22 

Accountants, fees of, deductibility 44 

Accounts, valuation of IS 

Administration expenses, definition of 41 

Advancements, not necessarily taxable 23 

Annuity: 

Included in gross estate 12 

Valuation of 20 

Annuity insurance, valuation of ' , . 36 

Appraisal of household and personal effects 16,17,18,19 

Appraisers: 

Experts required 19 

Fees of — deductibility 44 

Attorney's fees, when deductible 43 

Attorneys, necessary authorization 87 

Auction sales, bow far accepted 15 

Auctioneers, fees of— deductibility * 44 

B. 

Bank deposits, amount included in gross estate 15 

Bare legal title, not included in gross estate 12 

Beneficiary, under insurance policies: 

Who is 34 

When to give • 60-day notice ft) 

Bequests: 

Conditional — when deductible 56 

Public or charitable— deductibility 53 

Public or charitable — estates which may deduct.... 57 

To executors— not a basis for deduction 42 

Public or charitable — proof required 55 

Brokers, fees of— deductibility 44 

Burial expenses, deductibility of , 40 

Burial lot. deductibilty of charge for , . 40 

Business, valuation of interest in 15 

C. 

Casualty, meaning of .,..' 48 

Cemetery lot, inclusion in gross etsate 13 

Charitable corperations, what are 54 

Checks, uncertified— effect of failure to pay 90 

Citizenship not test of residence 4 

Claims, valuation of 15 

Claims against estate: 

Decedent's personal obligations deductible 45 

Obligations contracted by executor not deductible 45 

Clerk hire, deductibilty 44 

Close corporation, valuation of stock 15 

Commissions of executors, rules for deduction 42 

Commissions of trustees, not deductible 42 

Computation of tax, how made 6,7,8 

Compromise— power of Commissioner: 

Extends to any civil or criminal case 112 

Limitation of 112 

Requires advice and consent of Secretary 112 

Consent decrees, effect of 39 

Contemplation of death, transfers made in— nature of 23 

Copyrights, valuation of 15 
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INDEX TO REGULATIONS 37, ESTATE TAX 

Article 

Coupons, inclusion in gross estate../. 13 

Court costs," deductibility 44 

Courtesy, included in gross estate 21 

Crops, valuation of > .. . IS 

D. 

Death, cause of action for — not included in gross estate 12 

Death benefits, taxable as insurance 32 

Deductions : 

Effect of decision of local court 39 

General provisions 38 

Dependent, of decedent — who is 49 

Dependents, support of — rules governing deductibility 49 

Depreciation, in value of assets after death — not deductible 14 

Disease, loss from— deductible \.. 48 

Distraint, collection of tax by „.. 116 

Dividends: 

Not included in cross estate unless declared 13 

When to be included in value of stock 13 

Domestic corporations, stock in part of estate of nonresident 60 

Domestic insurance company, insurance in part of estate of non- 
resident 60 

Domicile, definition of 5 

Donees, when to give 60-day notice 70,73 

Dower, included in gross estate 21 

E. 

Educational corporations, what are 54 

Entirety, estates by — inclusion in gross estate .. . 27 

Escheated property, transfer taxable 1 

Estate tax, character of — not a property or legacy tax 1 

Excess tax : 

Executor to be notified of 95 

How determined ,... 95 

Executor: 

Duty to file return 80 

Duty to furnish supplemental data 83 

Duty to keep records . 117 

Duty to produce records and papers « 105 

Personal liability of 113 

Required to pay tax 113 

Term includes administrator — 

Exemption, specific — in case of resident estates 4 58 

Extension, of time to pay tax— when granted 93 

F. 

Fiduciaries, when to give 60-day notice . ?Q 

Fires, loss from deductible 48 

Fraud, in return — effect of , , 90 

Funeral expenses, deductibility *,.. 40 

Furniture, valuation of 15 

G. 

Good will, valuation of 15 

Gross estate: 

Includes only actual, beneficial interests «. 12 

Real property included only when situated in United States — 13 

H. 

Household goods, appraisal of 16, 17, 18 

Husband or wife, when to give 60-day notice 70 
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INDEX TO REGULATIONS 37; ESTATE TAX 

I. Article 

Individual insurance, not taxable where death occurred prior to ' 

February 25, 1919 35 

Insurance: 

Assignment by decedent — not taxable where he ceases to pay 

premiums .' 32 

Foreign companies— not considered in determining gross estates 

of nonresident 60 

Payable to estate— character of 33 

Payable to estate — the whole included in gross estate. " 32 

Payable to individuals— amount in excess of $40,000 included in 

gross estate '.. 32 

Taken out as security — taxable where decedent pays premiums.. 32 

Insurance companies, when to give 60-day notice 71, 73 

Insurance premiums, payment of by decedent test of taxability •*- 32 

Interest: 

On bonds and notes— inclusion in gross estate... , 13 

On notes— how computed 15 

On unpaid tax — 

Not affected by claim for abatement *....; "108 

On excess tax : .;.'. > 96 

On original tax ..« v..... 94 

Where liability accrued under prior statutes. •.'..• ■ . 120 

Inventory, of ' nonresident estate— power to require ....;.... i 84 

Investigation of estates „ » >:>..•> 79 



Jewelry, appraisal of 

Joint interests: 

Character of 

, What interest included in 

judgments : 

Of local court — effect on deductions. 

Valuation of 



18 

27 
28 

39 
15 



Lien : 

For excess tax '. 

General provisions 

Release of 

When divested by sale 

Life estate: 

For life of decedent — not included in gross estate.. 

For life of third person — included in gross estate.., 

Valuation of ......... 

Limitations, statute of— inclusion of notes barred by. 
Losses, when deductible 



M. 



Mausoleum, deductibility of charge for 

Military exemption: 

Proof of : 

When granted 

Monument, deductibility of charge for 

Mortgages : 

On property situated in United States— deductible 

On property not situated in United States — when deductible. 



99 

99 

100 

101 

12 
12 
20 
13 
48 



40 

10 
9 

40 

47 

47 




N. 
Net estate: 

Deductions prior to Revenue Act of 1918. 

Deductions under Revenue Act of 1918.. 
Nonresident, definition of 
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INDEX TO REGULATIONS 37, ESTATE TAX 

Article 

Nonresident estates: 

Bonds situated in United States part of gross estate 60 

Deductions — 

Claim for expenses — not to exceed 10 per cent of value of 

property in United States < » 61 

Claim for expenses — immaterial where incurred , 61 

Property previously taxed — rules for deduction 62 

Property previously taxed — full amount deductible 61 

Public or charitable gifts — full amount deductible 61 

Public or charitable gifts— must be domestic corporation 

or for domestic use . *. 63 

Determination of net estate 64 

Insurance in domestic company— part of gross estate. 60 

Lien upon gross estate 99 

Moneys due by domestic creditors — part "of gross estate 60 

Moneys on deposit with domestic banks — part of gross estate 60 

Net estate— how determined 59 

No specific exemption 58 

Part of gross estate not subject to tax 59 

Property included m gross estate 59 

Requirement of information concerning ; 84 

Return by ..w. ...... 88 

Situs of property transferred by decadent — how determined.... 60 

Situs of property — how determined. .' 88 

Stock in domestic corporations — part of trross estate 60 

Tax confined to property situated in United States 59 

When may deduct public or charitable bequests 63 

When personal property included in gross estate 60 

Notes, valuation of 15 

Notice, 60- day: 

By transfer agents 74 

Executor to file 67 

In case of nonresident estates 73 

Should be given though military exemption claimed 72 

Time for filing 67,73 

To be filed in duplicate 66 

P. 

Patents, valuation of 15 

Payment of claim allowed, how made Ill 

Payment of tax: 

By Liberty bonds 91 

By uncertified check 91 

Extension of time for.. .. 93 

Proceedings to enforce 116 

Receipt for , 90 

Return must be filed 90 

Shown due by return — effect of 90 

Time of 90 

Penalties: 

For failure to exhibit property 105 

For failure to exhibit records 105 

For failure to file notice or return 104 

For false or fraudulent return or notice 103 

Nature of * 102 

Personal effects: 

Appraisal of 16, 17, 18 

Valuation of 15 

Personal liability: 

Of executor 113 

Of insurance beneficiary 101 

Of transferee or trustee 101 

Personal property: 

Estate of resident — all included in gross estate 13 
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INDEX TO REGULATIONS 37, ESTATE TAX 

Article 

Estate of ^ nonresident — included in gross ' estate only when 

situated in United States 13 

Persons in possession of property, when to file 60-day notice 68, 69, 70, 73 

Power of appointment, property passing under: 

General rule „ 30 

Rule where death occurred prior to February 25, 1919 31 

Privilege : 

Disclosure of information to persons having interest...... 86 

Returns and other records confidential 85 

Property previously taxed, rules for deductibility 50,62 

Property transferred by decedent: 

. Date of transfer determines subject of 'valuation 26 

To be valued as of date of death 26 ' 



* 



ft. 

Read property, situated outside United States— not included in gross 

estate 13 

Records, power to compel production 105 

Refund, claim for* 

In case of military exemption... 11 

Proof in support of 110 

Reimbursement : 

For tax payment— right to 98 

Not enforcible by bureau 98 

Relatives, transfers to— must be returned 23 

Religious corporations, what are 54 

Remainders: 

Contingent — when not included in gross estate 12 

Valuation of .' 20 

Vested — included in gross estate 12 

Remit, power of commissioner 112 

Rent, inclusion in gross estate 13 

Resident, test of is domicile 5 
Return: 

By whom required 80,88 

Executor to file 80 

Extension of time to file 81 

Form of 82 

Time for filing 77. 88 

When required 7% 

Sales: 

Character of, necessary consideration 22 

Not taxable 22 

Savings banks, when to give 60-day notice 70 

Scientific corporations, what are 54 

Scope of tax, imposed upon both residents and nonresidents 4 

Security, upon release of lien < J00 

Shipwreck, loss from— deductible . 48 

Silverware, appraisal of 18 

Statutes imposing estate tax — enumeration 3 

Stocks and bonds, valuation of 15 

Storage, deductibility of charge for 44 

Storms, loss from — deductible 48 

Suit: 

To enforce ■ personable liability — collection of tax by 116 

To subject property— collection of tax by 116 

Supplemental, data, duty of executor to furnish 83 

Surrogate's fees, deductibility 44 • 

T. 

Tax liability, manner of determining 6 
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INDEX TO REGULATIONS 37, ESTATE TAX 

Taxes : 

Succession, legacy or inheritance— not deductible.. . 

Upon income accruing in decedent's lifetime— deductible.'.'.'!' 

Upon income accruing after decedent's death— not deductible 

Upon personal prooertv— when deductible 

Upon real property— to be apportioned .,..! 

Testimony: 

May be taken by revenue agent or inspector 

.Tower of Commisioner to take 

Requirement by subpoena .[ 

Thefts, loss from— deductible 

Tombstone, deductibility of charge for....!!.......'.".' 

Trade-marks, valuation of ......!!.!. 

Transfer, when taxable !!!.!!!!!.!!! 

Transfer agents, when to give 60-day notice- importance of !!!!'!!! ' 
Transfers in lifetime of decedent: 

In contemplation of death — 

Nature of 

Transfers within two years of death— presumptively taxabie 
Intended to take effect at or after death- 
Contract by grantee to pay annuity 

Payment of income to third person 

Reservation of annuity !..!!.!! 

Reservation of income to grantor ................ 

Reservation of portion of income ............ 

Reservation of power of management of property ....... 

When taxable 

Trust: 

Property held in— not included in gross estate 

Transfer by way of— taxable 

Trustees, when to give 60-day notice 

V. 

Valuation of property, rules for 

Value : 

General rules for determining 

Insurance — actual proceeds 



Article 

46 
46 
46 
46 
46 

114 

114 

115 

48 

40 

IS 

2 

74 



23 
23 

24 
24 
24 
24 
24 
25 
22 

12 
22 
70 



^ 



15 

14 
36 



. 1f2039. Page 699. T. D. 2905. Receipt of AH per cent 
Victory Notes for estate or inheritance taxes.— The appended 
Department Circular No. 151, issued under date of June 24, 1919, 
with reference to the receipt of 434 per cent Victory Notes in 
payment of estate or inheritance taxes, and supplementing 
Department Circular No. 132, dated January 30, 1919 (T. D. 
2802), as to receipt of Liberty bonds for estate or inheritance 
taxes, is published for the information of internal revenue offi- 
cers and others concerned. This decision is supplementary to 
Art. 91 of Regulations No. 37 (Revised, 1919). [T. D. 2905, 
approved July 31.] 

IT 2040. Department Circular No. 151. — Loans and Currency. 

1. Any of the Victory Liberty Loan 4# Per Cent Convertible 
Gold Notes of 1922-1923. hereinafter called ty A per cent Victory 
Notes, which have been owned by any person continuously for 
at least six months prior to the date of his death, and which 
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upon such date constitute part of his estate, shall be receivable 
by the United States at par and accrued interest in payment 
or any estate or inheritance taxes imposed by the United States, 
under or by virtue of any present or future law, upon such 
estate or the inheritance thereof, in accordance with the rules 
and regulations prescribed by the Secretary of the Trea&ury 
herein and in Treasury Department Circular No. 132, dated 
January 30, 1919, the provisions of which circular are hereby 
extended, subject to the provisions hereof, to such 4^4 per cent 
Victory notes. (The 4^4 pc cent Victory notes are, of course, 
not yet receivable in payment of such taxes. The 3^ per cent 
Victory notes are not, under existing law, receivable in payment 
of such taxes.) 

2. The word "bond" or "bonds," where it appears in said 
circular, shall be deemed, subject to the provisions hereof, to 
include 4$4 pc cent Victory notes; provided, however, that the 
accrued interest to the date of receipt for taxes will be deter- 
mined in the case of both coupon and registered 4$4 per cent 
Victory notes in the manner prescribed by the interest table 
hereto attached (Form L & C 226) and not in the manner 
prescribed by the interest table (b) attached to said circular. 
Internal Revenue Form 760, 761, and 762, Form L & C 122, and 
telegraph form (e) attached to said circular shall be used in 
connection with 4^4 per cent Victory notes, the word notes 
being substituted for the word bonds wherever it appears. 

3. The transfer books for registered 4^4 per cent Victory 
notes will be closed from the close of business May 15 to the 
opening of business June 16, and from the close of business 
November IS to the opening of business December 16, in each 
of the years 1920, 1921, 1922, and from the close of business on 
April 20, 1923. The registered notes have coupons attached 
thereto for interest payable December 15, 1919, and the transfer 
books will therefore not be closed during the year 1919. The 
coupons maturing December 15, 1919, must be attached to 
registered notes received in payment of taxes before December 
15, 1919. 

4. The Secretary of the Treasury may amend or withdraw 
the foregoing rules and regulations in whole or in part at any 
time. 

ff 2041. Interest table for 4^4 per cent Victory notes received 
for estate or inheritance taxes. — (Prepared by Government 
actuary.) 

Note. — Interest on Victory notes is computed on actual 
day's basis within the interest period. For any given interest 
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computation, the appropriate column to be used may be- deter- 
mined from the following: 

NUMBER OF DAYS IN EACH HALF YEAR 



Half year ending the 15th day of- 
Regular years — Days Leap years — 

June 182 June 

December 183 December..... 



Days 
183 
183 




Number 
of 
Days 



Interest on $100 @ 4% per cent 
per annum, payable semi-an. 
{2% per cent per half year) 



1 
2 
3 
4 
5 

6 
7 
8 
9 
10 



Half Year of 
182 Days 



$0.0130495 
.0260989 
.0391484 
.0521978 
.0652473 

.0782967 
.0913462 
.1043956 
.1174451 
.1304945 



Half Year of 
183 Days 



$0.0129781 
.0259563 
.0389344 
.0519126 
.0648907 

.0778689 
.0908470 
.1038251 
.1168033 
.1297814 



Number 

of 
Days 



Interest on $100 @ 4% per cent 
per annum, payable semi-an. 
(2% per cent per half year) 



Half Year of 
182 Days 



Half Year of 
183 Days 



41 
42 
43 
44 

45 

46 
47 
48 
49 
50 



$0.5350275 
.5480769 
.5611264 
.5741758 
.5872253 

.6002747 
.6133242 
.6263736 
.6394231 
.652472$ 



$0.5321038 
.5450820 
.5580601 
.5710382 
.5840164 

.5969945 
.6099727 
.6229508 
.6359290 
.6489071 



11 


.1435440 


.1427596 


51 


.6655220 


.6618852 


12 


.1565934 


.1557377 


52 


.6785714 


.6748634 


13 


.1696429 


.1687158 


53 


.6919209 


.6878415 


14 


,1826923 


.1816940 


54" 


.7046703 


.7006.197 


15 


.1957418 


.1946721 


55 


.7177198 


.7137978 


16 


.2087912 


.2076503 


56 


.7307692 


.7267760 


17 


.2218407 


.2206284 


57 


.7438187 


.7397541 


18 


.2348901 


.2336066 


58 


.7568681 


.7527322 


19 


.2479396 


.2465847 


59 


.7699176 


.7657104 


20 


.2609890 


.2595628 


60 


.7829670 


.7786885 


21 


.2740385 


.2725410 


61 


.7960165 


.7916667 


22 


.2870879 


.2855191 


62 


.8090659 


.8046448 


23 


.3001374 


.2984973 


63 


.8221154 . 


.8176230 


24 


.3131868 


.3114754 


64 


.8351648 


.8306011 


25 


.3262363 


.3244536 


65 


.8482143 


.8435792 


26 


.3392857 


.3374317 


66 


.8612637 


.8565574 


27 


.3523352 


.JjUtwo 


67 


.8743132 


.9695355 


28 


.3653846 


.3633880 


68 


.8873626 


.8825137 


29 


.3784371 


.3763661 


69 


.9004121 


.8954918 


30 


.3914835 


.3893443 


70 


.9134615 


.9084699 


31 


.4045330 


.4023224 


71 


.9265110 


.9214481 


32 


.4175824 


.4153005 


72 


.9395604 


.9344262 


33 


.4306319 


.4282787 


73 


.9526099 


.9474044 


34 


.4436813 


>t41«30o 


74 


.96565931 


.9603825 


35 


.4567308 x 


.4542350 


75 


.9787088 


.9733607 


36 


.4697802 


.4672131 


76 


.9917582 


.9863388 


37 


.4828297 


.4801913 


77 


1.0048077 


.9993169 


38 


.4958791 


.4931694 


78 


1.0178571 


1.0122951 


39 


.5089288 


.5061475 


79 


.1.0309066 


1.0252732 


40 


.5219780 


.5191257 


80 


1.0439560 


.1.0382514 



£S= 
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umber 
of 
Days 



81 
82 
33 
84 
85 

86 
87 
88 
89 
90 

91 
92 
93 
94 
95 

96 
97 
98 
99 
100 

101 
102 
103 
104 
105 

106 
107 
108 
109 
110 

111 
112 
113 
114 
115 

116 
117 
118 
119 
120 

121 
122 
123 
124 
125 

m 

127 
128 
129 
130 



m 



31 
2 



Interest on $100 @ 4% per cent 


per annum, payable semi-an.; 


(2% per cent 


per half year)! 


Half Tear of 


Half Tear of 


182 Days 


183 Days 


$1.0570055 


$1.0512295 


1.0700549 


1.0642077 


1.0831044 


1.0771858 


1.0961538 


1.0901639 


1.1092033 


1,1031421 > 


1.1222527 


1.1161202 


1.1353022 


1.1290984 


1,1483516 


, 1.1420765 I 


1.1614011 


1.1550546 


1.1744505 


1.1680328 


1.1875000 


1.1810109 


1.2005495 


1.1939891 • 


1.2135989 


1.2069672 | 


1.2266484 


1.2199454 


1.2396978 


1.2329235 


1.2527473 


1.2459016 


1.2657967 


1.2588798 


1.2788462 


1.2718579 


1.2918956 


1.2848361 i 


1.3049451 


1.2978142 


1.3179945 


1.3107923 


1.3310440 


1.3237705 


1.3440934 


1.3367486 


1.3571429 


1.3497268 


1.3701923 


1.3627049 


1.3832418 


1.3756831 


1.3962912 


1.3886612 


1.4093407 


1.4016393 


1.4223901 


1.4146175 


1.4354396 


1.4275956 | 


1.4484890 


1.4405738 


1.4615385 


1.4535519 


1.4745879 


1.4665301 


1.4876374 


1.4795082 


1.5006868 


1.4924863 


1.5137363 


1.5054645 


1.5267857 


1.5184426 


1.5398352 


1.5314208 


1.5528846 


1.5443989 


1.5659341 


1.5573770 


1.5789835 


1.5703552 


1.5920330 


1.5833333 


1.6050624 


1.5963115 


1.6181319 


1.6092896 


1.6311813 


1.6222678 


1.6442308 


1.6352459 1 


1.6572802 


1.6482240 


1.6703297 


1.6612022 


1.6833791 


1.6741803 1 


1.6964286 


1.6871585 ' 


1.7094780 


1.7001366 


1.7225275 


1.7131147 ! 



Number 

of 
Days 



Interest on $100 @ 4% per cent 
per annum, payable semi-an. 
(2% per cent per half year) 



Half Year of 
182 Days 



Half Year of 
183 Days 



133 


$1.7355769 


$1.7260929 


134 


1.7486264 


1.7390710 


135 


1.7616758 


1.7520492 


136 


1.7747253 


1.7650273 


137 


1.7877747 


1.7780055 


138 


1.8008242 


1.7909836 


139 


1.8138736 


1.8039617 


140 


1.8269231 


1.8169399 


141 


1.8399725 


1.8299180 


142 


1.8530220 


1.8428962 


143 


1.8660714 


1.8558743 


144 


1.8791209 


1.8688525 


145 


1.8921703 


1.8818306 


146 


1.9052198 


1.8948087 


147 


1.9182692 


1.9077869 


148 


1.9313187 


1.9207650 


149 


1.9443681 


1.9337432 


150 


1.9574176 


1.9467213 


151 


1.9704670 


1.9596995 


152 


1.9835165 


1.9726776 


153 


1.9965659 


1.9856557 


154 


2.0096154 


1.9986339 


155 


2.0226648 


2.01.16120 


156 


2.0357143 


2.0245902 


157 


2.0487637 


2.0375683 


158 


2.0618132 


2.0505464 


159 


2.0748626 


2.0635246 


160 


2.0879121 


2.0765027 


161 


2.1009615 


2.0894809 


162 


2.1140110 


2.1024590 


163 


2.1270604 


2.1154372 


164 


2.1401099 


2.1284153 


165 


2.1531593 


2.1413934 


166 


2.1662088 


2.1543716 


167 


2.1792582 


2.1673497 


168 


2.1923077 


2.1803279 


169 


2.2053571 


2.1933060 


170 


2.2184066 


2.2062842 


171 


2.2314560 


2.2192623 


172 


2.2445055 


2.2322404 


173 


2.2575549 


2.2452186 


174 


2.2706044 


2.2581967 


175 


2.2836538 


2.2711749 


176 


2.2967033 


2.2841530 


177 


2.3097527 


2.2971311 


178 


2.3228022 


2.3101093 


179 


2.2358516 


2.3230874 


180 


2.3489011 


2.3360656 


181 


2.3619505 


2.3490437 


182 


2.3750000 


2.3620219 


183 




2.3750000 
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r 2042, 

$10,400 4% V** cent Victory note tendered in payment of 
e**ate taxes, January 5, 1920. 

Interest payment dates on Victory notes are shown on the 
fa^e thereof to be June 15 and December 15 in each year, and 
at maturity. 

Current half-year interest period therefore ends June 15, 1920. 

The year 1920 being a leap year, find "June" in the list at 
h*ad of table under "Leap year." This list shows that the- 
half year ending June 15, in* a leap year, has 183 days. 

♦ 

Compute number of days since the beginning of such half 
year that have expired to date of tender of note, thus: 

1919, Days 

December 15 to December 31 16 

1920 

January 5 

Total 21 

Enter table headed "Half year of 183 days" (second column) 
and seek in that column the amount of interest on $100 for 21 
day*. This will be found opposite the figure "21" (days) in 
second column, and proves to be $0.2725410. 

$100 is 1/100 of $10,000 (found by division), and the amount 
of interest accrued on a $10,000 note is therefore 100 times the 
amount shown on the table, or $27.25410. 

The figures more than two places to the right of the decimal 
point are fractions of a cent (in this example, 410). Fractions- 
more than one-half a cent will be taken as 1 cent and added to 
the total; when less than one-half a cent they will be dis- 
regarded, In this case 0.410 of a cent is less than one-half a 
cent, consequently the fraction will be disregarded, making 
the final figure of accrued interest sought $27.25. The note is. 
worth for estate taxes $10,027.25. 

When more than one note is tendered in payment of estate 
taxes each note will be computed separately, by the use of its; 
proper table, and the result stated with the full resulting number 
of decimal places. These sums will then be added together, and 
the adjustment of fractions of a cent applied to the total, thus: 
Supposing, instead of one note of the par value of $10,000, three 
such notes were tendered, the result would be: 
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First note $27.25410 

Second note 27.25410 

Third note 27.25410 




Total $81.76230 

In this case the fraction of a cent (0.230) is less than 
one-half a cent, consequently the accrued interest is $81.76, and 
the notes are worth for estate taxes $30,081.76. 

fl 2043. T. D. 2908. Tax on Beverages.— Article 6 of Regu- 
lations 52 (See fl 1349 et seq.) relative to the tax payable by 
the manufacturer under Section 628 of the Revenue Act of 
1918, is hereby amended to read as follows: 

"Art. 6. Tax payable by the manufacturer. — The tax 
is to be paid by the manufacturer on all sales made 
directly by him or through an agent. If the manufacturer 
has a sales agent or sales agency to whom he nom- 
inally sells beverages, but retains an interest in the profits 
from the resale, the taxable sale is that made by the 
sales agent or agency. On beverages manufactured for 
a jobber by a foreign manufacturer, the jobber must pay 
the tax as the importer. A receiver or trustee in bank- 
ruptcy of a manufacturer conducting a business under 
court order is liable to the tax upon beverages sold by 
him. Where a manufacturer consigns beverages to a re- 
tailer, the manufacturer must pay the tax upon all sales 
by the retailer. Where so-called sales agent or dis- 
tributor is a separate corporation, and the sale to it is 
absolute, and at prices such as ordinarily obtain between 
persons dealing at arms' length, with no further payment 
or benefit accruing to the manufacturer upon resale or 
otherwise except the receipt of dividends on stock hold- 
ings, the taxable sale is that made by the manufacturer 
to such sales agent or distributor, even though all or 
substantially all of the stock of such sales agent or dis- 
tributor is held by or for the benefit of the manufacturer. 
Where, however, there exist facts and circumstances 
which tend to establish the relationship of principal and 
agent between the manufacturer and such sales agent 
or distributor, such as proof of benefits accruing to the 
manufacturer other than through stock ownership or 
sales between the manufacturer and the so-called sales 
agent or distributor at prices which indicate some spe- 
cial relationship between the two or with further pay- 

(Supplement No. 25) 881 



ments, the taxable sale is that made by the sales agent 
or distributor. The mere ownership, however, of the ma- 
jority or all of the stock of the sales corporation by the 
manufacturer, without more, is not sufficient to estab- 
lish the relationship of principal and agent. The same 
rule applies in the case of the so-called sales agent or 
distributor which owns substantially all the stock of the 
manufacturing corporation. See Articles 4 and 5 of these 
regulations. [T. D. 2908, approved August 11, 1919.] 
If 2044. T. D. 2907. Instructions relative to acceptance of 
Treasury certificates of indebtedness for income and profits 
taxes — supplementing Articles 1731 and 1732, Regulations 45, 
1(1009, 1010, Supplement No. 11. 

Collectors of Internal Revenue are directed to receive at 
par United States Treasury certificates of indebtedness of 
Series T 4, dated June 3, 1919, maturing September 15, 1919, 
and Series T 6, dated July 1, 1919, maturing September 15, 
1919, in payment of income and profits taxes payable on Sep- 
tember 15, 1919, and to receive at par United States Treasury 
certificates of indebtedness of Series T 5, dated June 3, 1919, 
maturing December 15, 1919, and Series T 7, dated July 1, 
1919, maturing December 15, 1919, in payment of income and 
profits taxes payable on December 15, 1919. Collectors are 
authorized to receive such certificates in payment of such 
taxes, respectively, prior to the dates when the certificates 
respectively mature. The certificates of said series have one 
interest coupon attached, payable at the maturity of the cer- 
tificates, respectively; but such coupons must in all cases be 
detached by the taxpayer and' collected in ordinary course 
when due. The amount, at par, c*f the Treasury certificates 
of indebtedness presented by any taxpayer in payment of 
income and profits taxes must not exceed the amount of the 
taxes to be paid by him. and collectors shall in no case pay 
interest on the certificates nor accept them for an amount 
other or greater than their face value. 

Deposits of Treasury certificates of indebtedness received 
in payment of income and profits taxes must be made by col- 
lectors with the Federal Reserve Banks of the districts in 
which the respective collectors' offices are located, unless 
otherwise specifically instructed by the Secretary of the 
Treasury. Specific instructions may be given in certain in- 
stances for the deposit of the certificates with Federal Reserve 
Banks of other districts and with branch Federal Reserve 
Banks, and the term "Federal Reserve Bank," where it appears 
herein, includes such branches. Treasury certificates accepted 
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by the collector prior to the dates when the certificates re- 
spectively mature, should be forwarded by the collector to 
the Federal Reserve Bank to be held for account of the col- 
lector until the date of maturity, and for deposit on such 
date. Certificates of indebtedness should in all cases be 
stamped as follows by the Collector, and when so stamped, 
forwarded to the Federal Reserve Bank by registered mail 
uninsured: 

191 

"This certificate has been accepted in payment of 
income and profits taxes and will not be redeemed by 
the United States except for credit of the undersigned. 



Collector of Internal Revenue 
for the district of . . . . 



»» 



Collectors of internal revenue are not authorized, unless 
otherwise notified by the Secretary of the Treasury, to receive 
in payment of income or profits taxes interim receipts issued 
by Federal Reserve banks in lieu of definitive certificates of 
the series herein described. 

Collectors should make in tabular form a schedule in 
duplicate of the certificates of indebtedness to be forwarded 
to the Federal Reserve Bank, showing the serial number of 
each certificate, the date of issue and maturity, and face value. 
Certificates of indebtedness accepted prior to the date of ma- 
turity must be scheduled separately. At the bottom of each 
schedule there should be written or stamped, "Income and 

Profits Taxes $ ," which amount must a^ree with 

the total shown on the schedule. One copy of this schedule 
must accompany certificates sent to the Federal Reserve Bank, 
and the other be retained by the collector. Such income and 
profits tax deposits must in all cases be shown on the face of 
the certificate of deposit (National Bank Form 15) separate 
and distinct from the item of miscellaneous internal revenue 
collections (formerly called ordinary), but it is not necessary 
to give the separation into corporation income, individual 
income an3 profits taxes. 

Until certificates of deposit are received from the Federal 
Reserve Banks, the amounts represented by the certificates 
of indebtedness forwarded must be carried by collectors as cash 
on hand, and not credited as collections, as the dates of 
certificates of deposit determine the dates of collections. 

For the purpose of saving taxpayers the expense of trans- 
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mitting such certificates as are held in Federal Reserve cities 
to the office of the collector in whose district the taxes are 
payable, taxpayers desiring to pay income and profits taxes 
by Treasury certificates of indebtedness acceptable in pay- 
ment of such taxes, should communicate with the collector of 
the district in which the taxes are payable and request from 
him authority to deposit such certificates with the Federal 
Reserve Bank in the city in which the certificates are held. 
Collectors are authorized to permit deposits of Treasury cer- 
tificates of indebtedness in any Federal Reserve Bank with 
the distinct understanding that the Federal Reserve Bank is 
to issue a certificate of deposit in the collector's name cover- 
ing the amount of the certificates of indebtedness at par and 
to state on the face of the certificate of deposit that the 
amount represented thereby is in payment of income and 
profits taxes. The Federal Reserve Bank should forward the 
original certificate of deposit to the Treasurer of the United 
States, with its daily transcript, and transmit to the collector 
the duplicate and triplicate, accompanied by a statement giv- 
ing the name of the taxpayer for whom tne payment is made 
in order that the collector may make the necessary record 
and forward the duplicate to the office of the Commissioner of 
Internal Revenue. 

This Treasury Decision amends and supplements the pro- 
visions of Articles 1731 and 1732 of Regulations 45. [T. D. 
2907, approved August 7, 1919.] 
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INSTRUCTIONS FOR FILLING INDIVIDUAL INCOME TA 

I. HOW TO DECIDE WHETHER TO- MAKE A RETURN. 

1. Calculate your net income by filling in page 2 of the work sheet according to page 2 
of the instructions. 

2. Add the net income of your wife (or husband) and dependent minor children, if 
any, except as provided in paragraph 5. 

8. The total family income, calculated in accordance with paragraphs 1 and 2, must 
be reported, either in your return or in a separate return by wife (or husband), if it equaled 
or exceeded — 

(a) $2,000 if you were married and lived with your wife (or husband). 

(b) $1,000 if you were not married or did not live with your wife (or husband). 

4. In any ease, you must make a return if your net income equalled or exceeded the 
amount of your personal exemption, not including any additional exemption allowed you 
as head of family or on account of dependents. 

5. Income of a minor or incompetent, ii v>erived from a separate estate under control 
of a guardian, trustee, or other fiduciary, must be reported by nis guardian or other legal 
representative. 

6. If your wife (or husband) had any separate income, she (or he) should make a 
separate return. 

II. ACCRUED OR RECEIVED INCOME. 

-1. If you keep books showing income accrued and expenses incurred during the year, 
make your return from your books, but do not fail to include all your income even if it 
is not entered in your books. 

2. If you do not keep books showing income accrued and expenses incurred, report 
income received and expenses paid. 

3. If you report income accrued, you must include all income that accrued in 1917 
but was not received until 1918, unless it was reported in last year's return. 

4. If you report income received, you must include all income constructively received, 
as bank interest credited to your account. 

III. RECEIPTS EXEMPT FROM TAX. 

The following classes of receipts are exempt from income tax, and need not be reported 
on page 2 of the return. However, nontaxable income of the classes described in para- 
graphs 1, 3, 4, 5, and 6 should be reported in table 11, page I of the return. 

1. Pay not exceeding 13,500, for active services in the military and naval forces ol 
the United States. 

2. Gifts (not made as a consideration for service rendered) and money and property 
acquired under a will or by inheritance (but the income derived from money or properly 
received by gift, will, or inheritance is taxable and must be reported). 

3. Interest on bonds and other obligations of the United States issued before Septem- 
ber 1, 1917, and on such bonds and other obligations issued since that date, provided your 
holdings do not exceed the exemptions allowed by law. See table 13, page 1 of return, 
and instructions, page 2, under KT(b). 

4. Interest on bonds and other obligations of United States possessions (Philippines, 
Porto Rico, etc.). 

5. Interest on bonds and other obligations of States, territories, political subdivisions 
thereof (such as cities, counties, and townships), and the District of Columbia. 

6". Interest on Federal Farm Loan bonds. 

7. Proceeds of life insurance policies paid on the death of the insured. 

8. Amounts received by the insured under life insurance, endowment, and annuity 
contracts, provided such payments do not exceed the premiums paid in. The amount 
by; which the total payments that have been received exceed the total premiums ft iA *" 
is income and must r>e reported in Schedule G. 

9. Amounts received from accident and health insurance and under workman's 
pensation acts plus the amount of any damages received by suit or agreement on 
of injuries or sickness. 

IV. FARMER'S INCOME SCHEDULE. 

If you are a farmer or a farm owner renting your farm out on shares, get from the col- 
lector and fill out a ' ' Schedule of Farm Income and Expenses. ' ' Transfer the net farm in- 
come to line 21 of Schedule A of thereturn. Report income from salaries, rents, jntarest, 
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RETURN FOR NET INCOMES OF MORE THAN $5,MS 

3. If you make a return for a part of the calendar year 1918, your personal exemp- 
tion shall be as many twelfths of the amount that would be allowed for a rail year as there 
are months in the period covered by the return. 

4. The dates on which the period covered by the return begins and ends, if other 
than the calendar year 1918, must be plainly stated at the head of the return: answers to 
questions 5, 6, and 7 must he given for that period; and the affidavit must be changed 
accordingly. 

VI. PERSONAL AND FAMILY EXEMPTION. 

1. If you were married and lived with your wife (or husband) or were head of ft family 
in 1918, you may subtract from your net income, before calculating your tax, a family 
exemption of $2,000 plus $200 for each person under 18 (or mentally or physically defective) 
who received his chief support from you. If husband tod wife make separate returns, this 
exemption may be claimed by either (but not by both) or may be divided between them. 

2. If you were not married or did not live with wife (or husband) and were not head 
of a family in 1918, you are entitled to a personal exemption of $1,000 plus $200 for each 
dependent person under 18 (or mentally or physically defective) who received his chief 
support from you. 

3. If you were entitled to any of the foregoing exemptions during a part of the year 
only, you may claim as many twelfths of the exemptions stated as there were months in 
such part of the year. Any part of a month may be counted as a month. 

4. The personal or family exemption must be reported on line 26, page 1 of the return, 
and must be supported by answers to questions 5. 6, 7, and 8. 

5. A "head of family" is a person who is the chief support of one or more persons 
living in his household, who are closely related to him (or ner) by blood, marriage, or 
adoption. 

VII. AFFIDAVIT. 

1. The affidavit must be executed by the person whose income is reported unless he 
is a minor or incompetent, or unless he is ill, absent from the country, or qtherwise inca- 
pacitated, in which case the legal representative or agent may execute the affidavit. 
However, a minor making his own return may execute the affidavit. 

2. The oath will be administered without charge by any collector or deputy collector 
of internal revenue, or (if you are in the military or naval service of the United States) 
by any military or naval officer who is authorized to administer oaths for purposes of mili- 
tary or naval justice and administration. If an internal revenue officer is not available, 
the return should be sworn to before a notary public, justice of the peace, or other person 

authorized tO ft^miniwter pft thfl , 

VIII. WHEN AND WHERE THE RETURN SHOULD BE SENT. 

Send your return to the collector of internal revenue for the district in which you 
live or have your principal place of business so that it will reach him on or before March 
15, 1919. If the address of the collector is not printed on the return and you do not know 
it, ask at the post office or bank. 

IX. WHEN AND TO WHOM THE TAX MUST BE PAID. 

1. The tax should be paid, if possible, by sending or bringing with the return a check 
or money order drawn to the order of "Collector of Internal Revenue at [insert name of 
city and. State]." < 

2. Do not send cash through the mail, or pay it in person except at the office of the 
collector or a regularly established internal revenue stamp office. 

3. At least one-fourth of the tax is due at the same time that this return is due, 

4. An additional amount sufficient to bring the total payments up to one-half of the 
~ be paid on or before June 15, 1919. j 

* additional amount sufficient to bring the total payments up to three-fourths of 
be paid on or before September 15, 1919. 
•tire remainder of the tax must be paid on or before December 15, 1919. 

payment is not made when due, the entire unpaid balance of the tax will 

days after demand therefor by the collector. 

pay in cash, do not fail to get a receipt at the time of payment. If you pay 
noney order, your canceled check or your money order receipt will serve as 

X. PENALTIES. 
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Installment income and excess profits and war profits taxes 
due. — The third installment of these taxes is due Monday,. 
September 15, 1919. The fourth and last installment will be 
due on December 15, 1919. 

fl 2045. Statement by Bureau of Internal Revenue relating 
to requests for rulings or advice upon abstract propositions. — 

The Bureau of Internal Revenue definitely outlines its policy 
with regard to requests which are. received daily for rulings 
and advice upon abstract propositions involving questions of 
income tax and profit liability. For example, taxpayers con- 
sidering the reorganization of corporations frequently ask 
whether the contemplated plans will result in the realization of 
taxable income. These requests for advance information have 
become so numerous, that the Bureau deems it advisable to 
state why it is found necessary to decline to make advance 
rulings in particular cases. The policy of the Bureau, it is 
announced, will be not to answer such inquiries except under 
the following circumstances: 

The transaction must be completed and not merely proposed 
or planned. 

The complete facts relating to the transaction, together with 
abstracts, from contracts or other documents necessary to 
present the complete facts mustbe given. 

The names of all the real parties interested (not "dummies" 
used in the transaction) must be stated, regardless of who 
presents the question, whether attorney, accountant, tax service 
or other representative. 

The conclusions upon which the rulings are based are as 
follows: "An examination of the revenue laws setting forth 
the duties of the Commissioner of Internal Revenue does not 
disclose any function assigned to him by statute which au- 
thorizes him to make a decision in any particular case which 
does not arise in actual course of administering the law. He 
is authorized, with the approval of the Secretary of the Treas- 
ury, to make regulations, - but this . would not authorize him 
even, with the approval of the Secretary, to decide any par- 
ticular case in advance of its actual presentation of the facts 
for a decision. 

"In the interval between an informal advance decision and 
the time when the case is finally presented for actual. decision, 
developments may occur which affect the decision. When a 
question is actually presented in the regular course of admin- 
istration for the decision of the Commissioner, the decision 
must then be in accordance with such light, whether from 
experience or from judicial decision, as he may tnen have. Any 
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taxpayer who had relied on an advance decision would nec- 
essarily be prejudiced whenever the final decision did not agree 
with the advance decision. The fact that taxpayers asking for 
advance decisions are usually unwilling to accept an oral opinion 
shows that taxpayers are intending to rely on such advance 
decisions, and are likely to be misled by them if change later 
becomes necessary. 

"It is also a matter of practical experience that when facts 
are presented for advance decision it is practically impossible 
to present the same facts as will afterwards come up in the 
regular course for actual decision. Reorganization plans, for 
instance, when they actually work out, may be changed in 
some particular which the taxpayer regards as unimportant, 
but which in fact may be decisive of the case. 

"The large number of taxpayers which must be dealt with 
under the present law and the great variety of intricate ques- 
tions involved requires employees not only of native ability 
but of special training. Even such a force is taxed to the 
utmost in dealing with the actual cases as they arise, and 
every attempt to. render an advance decision takes just so 
much time away from the taxpayers who have a definite right 
under the law to a consideration of their cases which are ready 
for final disposal. 

"Experience in the past shows that when such questions 
were considered a single advance decision was not sufficient 
in most cases. 

"It is realized that the uncertainty which exists in the minds 
of business men as to the construction of various parts of 
the law is unfortunate and tends to hamper business develop- 
ment, but since such uncertainty can be resolved only through 
decisions of the courts, and since an advance decision by the 
Commissioner is not a real but only an apparent resolution of 
the uncertainty, it appears that in giving such advance deci- 
sions the Commissioner would be doing the taxpayer an injus- 
tice rather than a favor. 

"Where a question presented is not covered by the regula- 
tions and is so general that the regulations should contain 
a provision bearing on it, an amendment of the regulations 
will be prepared as heretofore. 

"The conclusions here stated are the same conclusions that 
have been reached in practically every instance by bodies whose 
duty it is to make decisions based on facts — that it is unsafe 
and misleading .to treat hypothetical questions or to give 
advance information even on real questions." (Statement by 
the Bureau of Internal Revenue, dated August 26, 1919.) 
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If 2046. Page 32. Advisory Tax Board.— The Advisory Tax 
Board, created pursuant to the provisions of Section 1301, 
Revenue Act of 1918 (page 368 of the Tax Board, Part 2), will 
be dissolved at the end of September by reason of the fulfillment 
of its function and the development of the Income Tax Unit 
of rhe Internal Revenue Bureau. (Treasury Department an- 
nouncement.) 

If 2047. Page 376. Exemption of interest on Liberty Bonds. — 
Reference is made to your letter of July 24, 1919, regarding 
the exemption on interest from a principal amount of certain 
issues of Liberty Bonds not in excess of $45,000, contingent 
upon the amount of bonds of the Fourth Liberty Loan originally 
subscribed for and held by the taxpayer at the date of his return. 

You inquire whether or not a taxpayer who receives an 
extension of time in which to make his return and who sells 
his Fourth Liberty Loan Bonds after the general due date of 
the return, but prior to the extended due date is entitled to the 
contingent exemption on the prior loans. 

In reply you are advised that the contingent exemption pro- 
vided by the amendment to the Second Liberty Loan Act is 
dependent upon the ownership of bonds of the Fourth Liberty 
Loan on the date the taxpayer actually files his return and not 
the original due date of such return. [Letter to Prentice-Hall, 
signed by C. R. Trowbridge, Acting Head of Division.] 

^f 2048. Page 718. Taxes collected by carriers on basis of 
legally published rates subsequently ordered reduced by Inter- 
state Commerce Commission. — Upon an inquiry received from 
the United States Railroad Administration, the Bureau of In- 
ternal Revenue has recently ruled that where taxes have been 
collected by carriers on the basis of their legally published 
rates and such rates have subsequently been declared excessive 
and unreasonable, and ordered reduced by the Interstate Com- 
merce Commission, reparation payments to the shippers being 
required, the carriers making the reparation payments may 
refund the amount of taxes collected on the charges found to 
be excessive; or in the event the taxes have been paid into the 
Treasury, the carrier in making reparation may refund the tax 
on the amount found to be. excessive and take credit for the 
same against amounts included in any subsequent .monthly re- 
turn. (Announcement authorized by the Office of the Commis- 
sioner of Internal Revenue and dated August 22, 1919.) 

If 2049. Page 807. T. D. 2915. Excise tax on sales by manu- 
facturers of tires, inner tubes, parts, or accessories. — So much 
of the provisions of Article 14 of Regulations 47, Treasury 
Decisions 2852, 2860 and 2893 (If 1139, 1484, 1516 and 1863-1866), 
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relating to the sale of tires, inner tubes, parts, or 'accessories, 
to manufacturers or producers of automobile trucks, automo- 
bile wagons, other automobiles, motorcycles, tires, Inner tubes, 
parts and accessories, for sale without further manufacture, 
modified. 

To Collectors of Internal Revenue and Others Concerned: 

Article 14 of Regulations 47, entitled "Tires, inner tubes, 
parts, and accessories sold to manufacturers," is hereby modi- 
fied to read as follows: ' 

Subdivision (3) of Section 900 of the Act exempts from 
tax, sale of tires, inner tubes, parts, or accessories to a manu- 
facturer or producer of automobile trucks, automobile wagons, 
other automobiles, motorcycles, tires, inner tubes, parts, or 
accessories. In order for the sale to come within the exemp- 
tion of the statute, the vendor must also at the time the goods 
are shipped or sold (whichever is prior) have in his possession 
an order or contract of sale, with certificate of the purchaser 
in writing, printed thereon or permanently attached thereto, 
to the effect that the purchaser is a manufacturer or producer 
of automobile trucks, automobile wagons, other, automobiles, 
motorcycles, tires, inner tubes, parts or accessories; that he 
is purchasing the articles in question as such manufacturer 
or producer for resale in some form or manner, or for free 
replacement under contract or guaranty; and that he will 
account to the Internal Revenue Collector and pay the tax 
on the sale of such articles, unless such sales by him are made 
to another manufacturer or producer of automobile trucks, auto- 
mobile wagons, other automobiles, motorcycles, tires, inner 
tubes, parts, or accessories for resale by him in some form 
cr manner or for free replacement, in which case he will 
require the same form of certificate from sucn manufacturer 
or producer; that when such tires, inner tubes, parts or acces- 
sories are sold other than on, or in connection with, the sale 
of new automobile tracks, wagons, automobiles, or motor- 
cycles, * he will pay the tax on such sales (unless made to a 
manufacturer or producer, or for free replacement under a. 
contract or guaranty); that when such articles are sold on 
or in connection with the sale of such new vehicles he will 
pay the tax on the selling price of such vehicles, includ- 
ing such articles. Said manufacturers furnishing such certi- 
ficate will be deemed manufacturers within the meaning of 
the law and subject to the tax imposed on sales of such 
articles by manufacturers, unless the sales are made to another 
manufacturer or producer of automobile trucks, automobile 
i m wagons, other automobiles, motorcycles, tires, inner tubes, 
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parts or accessories, for resale by him in some form or manner 
or for free, replacement under a contract or guaranty, and 
who furnishes a certificate so stating. Following is a form 
of the certificate or statement which will be accepted, and in 
substance must be strictly adhered to: 

FORM OF CERTIFICATE 

The undersigned hereby certifies that he is a manufacturer 
or producer of automobile trucks, automobile wagons, other 
automobiles, motorcycles, tires, inner tubes, parts, or acces- 
sories, and that the tires, inner tubes, parts, or accessories pur- 
chased hereunder are purchased by him as such a manufacturer 
or producer for resale in some form or manner, or for free 
replacement under contract or guaranty, and agrees if any of 
the tires, inner tubes, parts, or accessories are sold by him 
exempt from tax to another manufacturer or producer of auto- 
mobile trucks, automobile wagons, other automobiles, motor- 
cycles, tires, inner tubes, parts or accessories for like purposes, 
he will require a similar certificate from such manufacturer or 
producer. The undersigned further agrees that in respect to 
all tires, inner" tubes, parts, or accessories sold by him, unless 
such sale is made to such a manufacturer or producer, he will 
pay the tax on such sale direct to the Internal Revenue Col- 
lector, including it in his tax return covering, the month in 
which such sale is made; said tax to be paid on the basis of 
the taxpayer's selling price of such articles when sold other 
than on, or in connection with, the sale of new automobile 
trucks, automobile wagons, other automobiles, motorcycles, 
tires, inner tubes, parts, or accessories, and on the selling price 
of such vehicles or articles when the same includes such 
articles. 

112050. Page 831. T. D. 2913. Additional regulations relating 
to the stamp tax on bonds, indemnity and surety, and powers 
of attorney, supplementing Regulations 55. — 

[See Law, Title XI, Schedule A, Subdivisions 2 and 12; 
and Sec. 1320, pages 360, 364, and 380, Tax Book, Part II.] 

In accordance with the above provisions of law the following 
regulations relating to the stamp tax under subdivision 2 and 
subdivision 12, Schedule A, Title XL, Act. of 1918, are issued as 
amendments to Art. 28 and Art. 147 of Regulations No. 55: 
[See ffl[ 1579 and 1698.] 

Art. 28 (a). — Bonds executed for the due execution or per- 
formance of any contract, obligation or requirement, or the 
duties of any office or position, and to account for money re- 
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ceived by virtue thereof, furnished in compliance- with the laws 
of the United States or regulations made pursuant thereto, are 
subject to the stamp tax of 50 cents, even though the United 
States Liberty Bonds or other bonds of the United States are/ 
deposited in connection therewith, with the officials having 
authority to approve such bonds, in lieu of surety or sureties, 
under the provisions of Section 1320 of the Revenue Act of 1918. 

Art. 147 a.— Powers of attorney given by persons who deposit 
United States Liberty Bonds or other bonds of the United States 
as security in lieu of surety or sureties on penal bonds under 
the provisions of Section 1320 of the Revenue Act of 1918, 
authorizing the official having authority to approve such penal 
bonds to collect or sell such United States bonds so deposited 
in case of any default in the performance of any of the condi- 
tions or stipulations of such penal £onds, are not subject to 
the stamp tax. [T. D. 2913, approved August 29, 1919.1 

If it is impracticable to furnish a certificate for each order, 
a certificate covering all orders between given dates (such , 
period not to exceed, a month) will be accepted. If in any 
case such an order and certificate cannot be produced on 
demand of any authorized agent of the Department, the tax . 
in respect to the sale will be considered in default. 

So much of the provisions of Regulations 47, Treasury 
Decisions 2852, 2860, and 2893 (Sup. 13, fi 1484, 1516, and 1863- 
1866) as relates to the sale of "tires, inner tubes,, parts, or ac- 
cessories," are, in so far as they conflict herewith, hereby 
revoked. [T. D. 2915, approved September 3, 1919.] 

fl205h T. D. 2916. Addition of two new articles to Regu- 
lations 45 in regard to fair market value and quantitiy of 
timber. — The final edition of Regulations No. 45 i« amended 
by the insertion of two new articles to be known as Article 234 
and Article 235 (to follow 1f649) as follows: 

JJ. 2052. Article 234, Determination of fair market value of 
timber.—Where the fair market value of the property at a 
specified date in lieu of the cost thereof is the basis-. of deple- 
tion and depreciation deductions, such value must be deter- 
mined, subject to approval or revision by the Commissioner, 
by the owner of the. property in the light of the most reliable 
and accurate information, with reference to the condition of 
the. property as.it existed at that date, regardless -of all sub- 
sequent changes such as changes in surrounding circumstances, 
in methods of exploitation, in degree .of utilization, etc* The, 
value, sought should be that established assuming a transfer " 
betwee,n a willing seller and a willing buyer as of that particular 
ate. No rule or method of determining the fair market -value 
bf timber property is prescribed, but the Commissioner will • 
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give due weight and consideration to any and all facts and 
evidence having a bearing on the market value, such as cost, 
actual sales and transfers of similar properties, market value 
of 9tock or shares, royalties and rentals/ value fixed by the 
owner for purposes of the capital stock tax, valuation for focal 
or State taxation, partnership accountings, records of litigation 
in which the value of the property was jn question, the amount 
at which the property may have been inventoried in probate 
court, disinterested appraisals by approved methods, and other 
factors. For depletion purposes the cost of the timber or its 
fair market value at a specified date shall not include any 
part of the cost or value of the land. 

fl 2053. Article 235. Determination of quantity of timber.— 
Each taxpayer claiming a deduction for depletion is required 
to estimate with respect t© each separate timber account the 
total units (feet board measure, coi;ds, or other units) of timber 
reasonably known or on good evidence believed to have existed 
on the ground on March l t 1913, or on the date of acquisition 
of the property, as the case may be. The taxpayer, according 
to his best knowledge and belief and in the light of the most' 
accurate and reliable information, will estimate the number of 
units of timber actually present upon the specified date; this 
estimate will state the number of units which would have 
been found present by a careful estimate made on the specified 
date with the object of determining 100 per cent of the quan- 
tity of timber which the area would have produced on ^hat 
date if all of the merchantable timber had been cut and utilized 
in accordance wfth the standards of utilization prevailing in that 
region at that time. ' If subsequently during the ownership of. 
the taxpayer making the return additional units of timber are 
found to be available for utilization as the result of the growth 
of the timber, of closer utilization of the timber, of the utiliza- 
tion of species of trees not formerly utilized, of underestimates 
of the quantity of timber available on the specified date, etc., 
which were not taken into account in estimating the number 
of units for purposes of depletion, or if it shall be found in 
the course of operation that timber included in the estimate 
is not merchantable as the #esult of deterioration through rot 
or otherwise, or that fhe "original estimate was too great, a 
new estimate of the recdverable units of timber (but not of 
the cost or the fair market value at a specified date) shall 
be made, and when made shall thereafter constitute a basis 
for depletion. In the selection of the unit or units of esti- 
mate the custom applicable to the given type of timber in 
the given region should be considered. [T. D. 2916, approved 
September 5, 1W9.'1 
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REGULATIONS 58 
Relating to 

TAX ON ISSUANCE OF INSURANCE POLICIES 

IMPOSITION OF TAX. 

CONTENTS 

IMPOSITION OF TAX 

Article 
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Eftective date 2 

Premiums on policies issued prior to April 1, 1919 3 
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AUTHORITY FOR REGULATIONS 

Promulgation of Regulations , 33 

H 2054. Article 1. Use of terms. — When used in these regu- 
lations, unless obviously inapplicable, the term "act" means the 
Revenue Act of 1918; the term "person" includes partnerships, cor- 
porations, and associations, as well as individuals; the term "in- 
surer" includes any person, partnership corporation, or association 
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transacting the business of insuring and also any agent or broker ; 
the term "insurance" includes all manner of providing indemnity 
against risk upon lives or upon property of any description (includ- 
ing rents and profits), whether against peril by sea or inland waters, 
or by fire or lightning, or ^>ther peril ; the term "policy of insur- 
ance" includes any instrument by whatever najcie it is called where- 
by insurance is made or renewed or whereby Obligations of the na- 
ture of indemnity for loss, damage, or liability are assumed by the 
insurer, such as binders, open policies, covering notes or policies; 
The term "premium" means the agreed price for assuming and 
carrying the risk and represents all that is receivable by the under- 
writer thereof, whether in on sum or in installments -during the 
life of the policy; the term "United States" means only the States, 
Territories of Alaska and Hawaii, and the District of Columbia. 
(See Art. 5 for definition of "delivery.") 

1T2055. Art. 2. Effective date. — The taxes imposed by sec- 
tion 503 become effective April 1, 1919. All taxes under this section 
are in lieu of the taxes imposed by section 504 of the Revenue Act 
of 1917, and attach to all insurance policies issued on and after 
April 1, 1919, and no tax will be asserted under any prior statute 
on any policy of insurance issued on and after that date, except 
that in the case of any tax imposed by any similar provision of the 
Revenue Act of 1917, such provision shall remain in force until 
April 1, 1919, the effective date of the new tax, and thereafter for 
the collection of any tax or penalty due thereunder and unpaid. 

TT 2056. Art. 3. Premiums charged on policies of insurance 
issued prior to April 1, 1919. — In case of an assessment or charge 
in the nature of a premium, whether the same be the premium 
originally or additionally, assessed or charged, under a policy of 
insurance issued on or after November 1, 1917, but prior to April 
1, 1919, and assessed or charged prior to the latter date but collected 
subsequent to that date, it shall be held to. be a premium that 
accrued prior to April 1, 1919, and the tax shall be due thereon 
as of the issuance of the policy of insurance under the Revenue Act 
of 1917. 

fl 2057. Art. 4. Basis of tax. — The tax is upon the "issuance 
of insurance policies." An insurance policy is issued when it has 
become a binding and effective contract against the insurer. The 
insurance policy may consist of any contract whereby insurance 
is made or renewed or whereby obligations of the nature of in- 
demnity for loss, damage, or liability are assumed by the insurer. 

If 2058. Art. 5. Policies issued outside of United States.— 
The tax imposed by section 503 and the stamp tax imposed by sub- 
division 15 of Schedule A of Title XI of the act are distinct from 
each other, but no policy is subject to both taxes. Policies issued 
outside of the United States, but not subject to the stamp tax, are 
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taxed under section 503 of the act, upon their delivery within the 
United States by any agent or broker, whether acting, for the in- 
surer or the insured. (See art. 6 for policies subject to the stamp 
tax.) Delivery is held to mean any actual or physical delivery of 
the policy of insurance or any action or proceeding which is suffi- 
cient to effect a binding contract wtlereby insurance is made or 
renewed or whereby obligations in the nature of indemnity for 
loss, damage, or liability are assumed. It is not essential that de- 
livery of a policy be made to the insured. If, by agreement or 
understanding, the agent of the insurer or any other person is 
allowed to retain the policy which has been issued, such holder 
of the policy will be regarded as holding the same for the insured 
and delivery will be considered as complete. 

H2059. Subdivision 15 of Schedule A of Title XI of the Act 
reads as follows : On each policy of insurance, or certificate, binder, 
covering note, memorandum, cablegram, letter, or other instrument 
by whatever name called whereby insurance is made or renewed 
upon property within the United States (including rents and profits) 
against peril by sea or on inland waters or in transit on land 
(including transshipments and storage at termini or way points) or 
by fire, lightning, tornado, windstorm, bombardment, or riot, issued 
to or for or in the name of a dcmestic corporation or partnership or 
an individual resident of the United States by any foreign corpora^ 
tion or partnership or any individual not a resident of the United 
States, when such policy or other instrument is not signed or coun- 
tersigned by an officer or agent of the insurer in a State, Territory, 
or district of the United States within which such insurer is author- 
ized to do business, a tax of 3 cents on each dollar, or fractional 
part thereof, of the premium charged: Provided, That policies of 
reinsurance shall be exempt from the tax imposed by this sub- 
division. 

Tf 2060. Art. 6. When insurance issued abroad subject to 
stamp tax. — Any policy or other instrument whereby insurance 
is made or renewed upon property within the United States, issued 
by any foreign corporation or partnership or any individual not a 
resident of the United States, if not signed or countersigned by an 
officer or agent of the insurer in the State, Territory, or district 
of the United States within which such insurer is authorized to do 
business, is liable to the stamp tax imposed by subdivision 15 of 
Schedule A of Title XI. (See art. 2.) It should be noted that the 
stamp tax applies only to policies of insurance upon property within 
the United States, issued to or for or in the name of a domestic 
corporation or . partnership or any individual not a resident of the 
United States, and that any policy in the nature of life or other non- 
property insurance is taxable under the provisions of section 503 
of the act. 

j[2061. Art. 7. Residence of insured. — The tax is imposed 
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upon, policies issued within the United States, irrespective of the 
residence of the insured in either the United States or in a foreign 
country. 

j[ 2062. Art. 8. Who is liable for the tax. — The insurer, and 
not the insured (or broker who places a risk for a client with an 
insurer), is liable for the payment of the tax; but in the case of 
policies issued outside the United States (except those taxable under 
subdivision 15 of Schedule A of Title XI) and delivered within 
the United States by any agent or broker, whether acting for the 
insurer or the insured, the insurer, or agent, or broker is liable for 
the payment of the tax. See article 5 for definition o£ "delivery." 
Any agent or broker through whom insurance is placed with a for- 
eign insurance company becomes liable to the tax upon the making 
of the contract of insurance, whether notification is made by him 
to the insured or by the foreign insurance company directly. In 
the case of policies taxable under subdivision 15 of Schedule A of 
Title XI, both the insurer or agent or broker and the insured 
are responsible to the Government for affixing and canceling stamps 
in the required amount. (See Regulations 55, art. 158, fl 1709.) 

LIFE INSURANCE. 

H2063. Art. 9. Computation of tax. — The tax is equivalent 
to 8 cents on each $100 or fractional part thereof of the amount for 
which any life is insured under any policy of insurance. The 
amount for which any life is insured, except in the case of group 
insurance, is the amount to be paid in case of death at any time 
for any ordinary cause regardless of special contingencies. 

112064. Art 10. Insurance issued in compliance with priv- 
ilege of conversion. — A certificate or other instrument, by what- 
ever name the same is called, issued to a policy holder evidencing 
additional insurance which he is entitled to under an option in the 
policy of insurance which is taken instead of a cash dividend is not 
a policy of insurance or other instrument that is taxable within the 
meaning of this section. 

1[ 2065. Art. 11. Industrial or weekly or monthly payment 
plan. — Life insurance by which a life is insured not in excess of 
$500, on the industrial or weekly or monthly payment plan of insur- 
ance is taxable upon the issuance of policies and the tax is meas- 
ured by the first weekly or monthly premium charged on all such 
policies of insurance and is 40 per centum of the first weekly pre- 
mium or 20 per centum of the first monthly premium, as the case 
may be. Where the policy upon the industrial plan of payment 
exceeds $500 the tax is 8 cents on each $100 or fractional part 
thereof of the amount for which the life is insured. 

% 2066. Art. 12. Group life insurance. — In the case of group 
life insurance, covering groups of not less than 25 lives in the 
employ of the same person, for the benefit of persons other than 
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the employer, the tax is imposed upon the issuance of each policy 
of insurance and is measured by the aggregate amount for which 
the group policy is issued and any net increase in the amount of 
the insurance under such policy being equivalent to 4 cents on 
each $100 thereof; that is to say, the measure of tax is, first, the 
aggregate amount for which the group policy is issued and, second, 
any net increase in the amount of the insurance under such policy. 
The words "net increase" shall, for the purposes of the tax, be held 
to mean any subsequent net' increase in the amount of insurance for 
which the group policy is issued; for instance, if the amount for 
which the group policy is issued suffers an increase in the amount 
of insurance covered thereby, the sum of such net increase and the 
amount for which the policy was originally issued shall be the 
basis for the purpose of measuring the tax under such policy, and 
if such policy shall again suffer a net increase beyond the amount 
last established, such new net increase shall be the measure of addi- 
tional tax; but no refund of tax will be allowed for any decrease 
from any net increase or the amount of insurance provided for 
under such a policy of insurance; the "amount for which any life 
is insured" in the case of group insurance is the aggregate amount 
for which the policy is issued whether such amount be named in 
the policy or some other instrument having reference to the policy 
or supplemental thereto. 

IT 2067. Art. 13. Life, health, and accident insurance. — In 
the case of life, health, and accident insurance combined in one 
policy by which a life is insured not in excess of $500, on the 
industrial or weekly or monthly payment plan of insurance, the 
tax is imposed upon the issuance of all policies of either plan and 
is measured by the first weekly or monthly premium charged on 
all such policies of insurance in an amount equivalent to 40 per 
centum of the amount of the first weekly premium or 20 per centum 
of the amount of the first monthly premium, as the case may be. 
Combined policies of life, health, and accident insurance, in an 
amount in excess of $500, are taxable (a) as separate contracts 
if the premium charged is expressly apportioned and (b) as both 
casualty policies and life policies if the premium charged is greater 
than for either kind of insurance separately and is not apportioned. 

MARINE, INLAND AND FIRE INSURANCE. 

1f2068. Art. 14. Computation of tax.— In the case of marine, 
inland, and fire insurance the tax is imposed upon the issuance of 
each policy of insurance and is measured by the premium charged 
under each policy of insurance, and is equivalent to 1 cent on each 
$1 or fractional part thereof of the premium charged, and of any 
additional assessment or charge in the nature of a premium upon 
insurance made or renewed; for example, upon a premium charge 
of $10.10 the tax imposed is 11 cents, being 1 cent for each dollar 
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and 1 cent for the fractional part of a dollar. The tax attaches to 
the full amount of the premium charged even though at a later 
date a portion of the amount may be returned to the insured as a 
dividend or other net saving of premium. A note given to a mutual 
insurance company to cover the maximum liability of the insured, 
not in payment of premiums or assessments but as a form of s?- 
curity for the payment of assessments as they are made, the exact 
amount of the premium to carry the insurance not being definitely 
known, should not be the basis of assessment of the tax, but the 
tax should in such a case be computed upon the amount of the 
assessments as they are made. Where mutual or cooperative com- 
panies require from policyholders upon the issuance of policies (a) 
so-called premium deposits largely in excess of the estimated cost 
of the insurance and refund the excess over the actual cost upon 
the expiration of the policy of insurance, or (b) notes evidencing 
the estimate of the policyholder's liability and also a cash percent- 
age of the notes representing as nearly as may be the cost of the 
insurance, the tax should originally be paid upon the estimated pre- 
mium on each policy computed on an experience basis subject to 
final adjustment of the tax by debit or credit, as the case may be, 
in the return for the month when the premium is determined. 

j[2069. Art. 15. Premium charged. — The premium charged 
is the total premium payable during the life of the contract of in- 
surance and includes any additional assessments or charges in the 
nature of a premium which may be assessed or charged during the 
life of the contract of insurance whether payable in one sum or 
installments, and however paid. 

1F2070. Art. 16. Binders. — On binders or other instruments 
issued without a definite agreement as to the premium to be charged 
the tax attaches when the amount of the premium is determined. 
If the premium is charged at the time the binder is issued the tax 
immediately attaches; and if the binder is divided into a number 
of different policies, issued by separate insurers as direct insurance, 
each insurer must make return with respect to the proportion of 
the premium charged by it. 

tf2071. Art. 17/ Insurance on commodities exported. — No 
tax is imposed upon the premium charged for insurance issued to 
cover commodities which are in the actual process of exportation 
and which have begun their voyage or preparation for the voyage 
from the United States. If a policy of insurance or other instru- 
ment is issued covering both export and nonexport property, the 
tax will be computed upon the full amount of the premium charged, 
unless such instrument clearly indicates the property for export 
and the premium charged for the insurance thereon. 

CASUALTY INSURANCE, 
f 2072. Art. 18. Scope of tax. — For the purpose of the tax 
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casualty insurance includes every policy of insurance or obligation 
of the nature of indemnity for loss, damage, or liability issued or 
executed or renewed by any person transacting any kind of insur- 
ance except life insurance and insurance described and taxed in the 
preceding subdivision, and except bonds and policies taxable under 
subdivision (2) of schedule A of Title XI. The subdivision of 
schedule A, referred to reads as follows: 

Bonds, indemnity and surety: On all bonds executed for indem- 
nifying any person who shall have become bound or engaged as 
surety, and on all bonds executed for the due execution or perform- 
ance of any contract, obligation, or requirement, or the duties of 
any office or position, and to account for money received by virtue 
thereof, and on all policies of guaranty and fidelity insurance, 
including policies guaranteeing titles to real estate and mortgage, 
guarantee policies, and on all other bonds of any description, made, 
issued, or executed,, not otherwise provided for in this schedule, 
except such as may be required in legal proceedings, 50 cents: 
Provided, That where a premium is charged for the issuance, execu- 
tion, renewal or continuance of such bond the tax shall be 1 cent 
on each dollar or fractional part thereof of the premium charge: 
Provided further, That policies of reinsurance shall be exempt 
from the tax imposed by this subdivision. 

1f2073. See Regulations 55 (ff 1571) regarding stamp taxes 
imposed by Title XI. 

1f 2074. Art. 19. Computation of tax. — In the case of policies 
issued under paragraph (c) the tax imposed upon the issuance of 
each policy of insurance is measured by the premium charged and 
is equivalent to 1 cent on each dollar or fractional part thereof of 
the premium charged or of any additional assessment or premium 
charge upon any policy of insurance. 

T[ 2075. Art. 20. Industrial or weekly or monthly payment 
plan. — In the case of casualty insurance on the industrial or 
weekly or monthly payment plan, the tax is imposed upon the 
issuance of all policies under either plan and is measured by the 
first weekly or monthly premium charged on all such policies of 
insurance in an amount equivalent to 40 per centum of the amount 
of the first weekly premium, or 20 per centum of the amount of 
the first monthly premium, as the case may be. 

EXEMPTIONS. 

1f2076. Art. 21. Insurers exempt from - tax. — Insurers 
exempt from income tax under section 231 of the act are also 
exempt from the payment of the excise tax upon the issuance of 
insurance policies imposed by section 503. Policies of insurance 
issued by farmers' or other mutual hail, cyclone, or fire insurance 
companies or like organization of purely local character, the income 
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of which consists solely of assessments, dues and fees collected 
from members for the sole purpose of meeting expenses are not 
subject to the excise tax. Where a farmers' or other mutual, hail, 
cyclone, fixe, or other insurance company is not of a purely local 
character or has income from investments in bonds, mortgages, etc., 
it is not exempt from income tax and accordingly is not exempt 
from the excise. tax imposed by section 503. A fraternal beneficiary 
society, order, or association operating under the lodge system or 
for the exclusive benefit of the members of a fraternity itself op- 
erating under the lodge system and providing for the payment of 
life, sick, accident, or other benefits to the members of such society, 
order, or association or their dependents is exempt from income 
tax and also from the excise tax. 

1f2077. Art. 22. Reinsurance.— The tax does not attach on 
amounts charged as premiums on policies of reinsurance. When 
an insurer reinsures the risk of another insurer the transaction is 
termed reinsurance and is not taxable. 

tf 2078. Art. 23. War Risk Insurance Bureau. — The tax im- 
posed by section 503 of the act does not apply to soldiers' and 
sailors' insurance written by the War Risk Insurance Bureau. / 

RETURN AND PAYMENT OF TAX. 

If 2079. Art. 24. Monthly returns. — Any insurer, agent, or 
broker, liable for the tax imposed by section 503 of the act must 
make return each month, and under oath (unless the amount of 
the tax covered thereby is not in excess of $10, in which case the 
return may be signed or acknowledged before two witnesses in- 
stead of under oath), to the collector of internal revenue for the 
district in which the principal place of business of said insurer, 
agent or broker is located ; except that in the case of insurers hav- 
ing more than one department and located in different collection 
districts each department will be permitted to make return for the 
business transacted by it to the collector of the district in which 
the department is located ; but it is desirable to prevent multiplicity 
of reports so far as possible. 

If 2080. Art. 25. Date when due. — The amount of tax is to 
be computed upon the premiums charged under each policy, the 
reports of which were received by the insurer at its principal place 
of business (or at the place of business of the department of the 
insurer making a separate return to the collector for the district 
wherein such department is located), during the month for which 
the return is made; and the return for each month is to be ren- 
dered and the tax paid on or before the last day of the succeeding 
month covering taxes accruing during the preceding month. It is 
not necessary to delay a return until all the policies issued during 
the month have been entered upon the books of the insurer, but the 
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insurer's records should disclose policies reported whereon premi- 
ums have been charged to the last day of the month for which 
the return is made. 

fl 2081. Art. 26. Forms. — The return is to be made on Form 
730 (revised) [page 1159] and blank forms for making return may 
be had upon application to the commissioner or to the collector of 
internal revenue of any district. 

fl2082. Art. 27. Taxpayer's records.— Only the gross tax 
returnable, the total credits, and the net amount of tax payable 
should be entered in the return. It is not necessary to show the 
name and address of each person to whom a policy is issued, nor 
is it necessary to submit a list of all cancellations, returned pre- 
miums, or overpayments for which credit is claimed on the return ; 
but each insurer must keep his records and accounts in such man- 
ner as to afford an easy method of examination and verification 
of the correctness of each return as made. 

ff 2083. Art. 28. Payment of tax.— The remittance of the 
amount of the tax must accompany the return as and when made. 

CREDITS AND REFUNDS. 

1(2084. Art. 29. Credit for overpayment. — A taxpayer may 
take credit in a subsequent month's return for any overpayment of 
tax for a prior month. Where a policy has been issued upon which 
there was charged an amount of premium which is afterwards de- 
termined to have been incorrect, and refund is made of the amount 
of the excess premium paid, the taxpayer may deduct from the 
tax return of a subsequent month the amount of tax previously 
paid upon the portion of the premium so returned. Where a policy 
of insurance has been issued and tax paid upon the premium 
charged and such policy is according to law or the term of the 
contract of insurance, afterwards canceled and the unearned por- 
tion of the premium charged is returned to the insured, the tax- 
payer may deduct from the tax return of a subsequent month the 
amount of tax previously paid upon the portion of the premium 
so returned. If a policy of insurance issued prior to April 1, 
1919, and thus taxed under section 504 of the Revenue Act of 
1917 is canceled on or after that date, credit may be taken in 
the same manner as though the policy of insurance had been issued 
on or after April 1, 1919. But any other claim for refund of tax 
paid under the 1917 Act will continue to be made on Form 46. In 
case an error or omission is discovered in any prior month's return, 
the amount of the tax found to be due because of such error or 
omission shall be included in the return for the month in which 
the discovery of error or omission is made. Reinsurance premiums 
are not subject to the tax, and return payment premiums- or can- 
cellations on same are not to be considered as credits. 
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EXTENSION OP EXISTING STATUTES. 

H 2085. Subdivision (b) of Section 1400 of Title XIV.— Gen- 
eral Provisions of the Act reads as follows: Sec. 1400 (b) (page 
383, Tax Book, Part II) : Sec. 1305 (page 371, Tax Book, Part II). 

1f2086. Art. 30. Requiring taxpayer to keep records, etc. — 
In collecting the tax the commissioner has the benefit of all existing 
internal-revenue laws. In aid of the enforcement of the statute the 
commissioner may require any person subject to the tax to keep 
specified records, to render returns and statements as directed, to 
submit himself and his books to examination, and to comply with 
such regulations as may be prescribed. 

MEDIUM OF PAYMENT OF TAX. 

If 2087. Art. 31. Payment of tax by uncertified checks.— 
[Same as Art. 1733, Reg. 45, fl 1011] 

U 2088. Art. 32. Procedure with respect to dishonored 
checks,— [Same as Art. 1734, Reg. 45, If 1012] 

J 2089. Penalties.— See Law H 1317 (If 3176 U. S. R. S.) and 
Sec 1308, pages 379 and 373 of the Tax Book. Part II. 

AUTHORITY FOR REGULATIONS. 
1f 2090. Art. 33. Promulgation of Regulations. — In pursu- 
ance of the statute the foregoing regulations are hereby made and 
promulgated, and all rulings inconsistent herewith are hereby re- 
voked. DANIEL C. ROPER, 

Commissioner of Internal Revenue. 
Approved September 6, 1919. [Released September 13, 1919.] 

CARTER GLASS, 

Secretary of the Treasury. 

Jf 2091, T, D. 2917 (See 1f 1905). —In-transit privileges, ex- 
pert shipments— rmodification and explanation of T. 'Dl 2889. 

• Application of the provisions of T. D. 2889 (ff 1905) has de- 
veloped that slight changes in certain of its administrative features 
should be made, and that further instructions for its application 
be issue<jl, in order that the different instrumentalities affected may 
mor.e readily cpmply with it. 

Article 13 of Regulations 49 (ffll95), as amended by T. D. 
2889 (H 1905.) , .is amended to read as follows: 

"Art. 13. — Taxable charges. — in-transit privileges. — It is the 
practice of some carriers in the collection of taxable charges in 
connection with in-transit privileges to collect the local rate to the 
transit point and at the time of reshipment' from the in-transit 
point to assess the balance of the through rate, while it is the 
practice of other carriers to collect the local rate, to the in-transit 
point and upon reshipment to refund such local rate, thereupon 
assessing the through rate from point of origin to final destination. 
Various other adjustments of charges are common in connection 
with in-transit privileges. 
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"In the case of shipments passing through in-transit points there 
are two distinct and severable movements, (1) from the point 
of origin to the in-transit point, and (2) from the in-transit point 
to the point of destination. The transportation tax is assessed upon 
the amount actually paid for the transportation of the property and 
the rules governing the collection of tax in three typical cases are 
as follows: 

"First: when it is the practice of the carder to charge the local 
rate on a shipment from the point of origin to the in-transit point 
and then on the movement from the in-transit point to destination 
to charge the balance of the through rate, there would be no ad- 
justment of the tax on the first movement and, of course, no ad- 
justment on the second movement because the only charges paid 
for the second movement are the balance of the through rate. In 
case the second movement were in the course of exportation as 
defined in Article 15 of T. D. 2889, charges paid for the trans- 
portation of the second shipment would be exempt from tax, but 
there would be no exemption or adjustment of the tax on any 
amount charged for the transportation of the shipment on the 
first movement, that is, from the point of origin to the in-transit 
point ; 

"Second: where it is the practice of the carrier to charge the 
local rate from the point of origin to the in-transit point and also 
to charge the local rate from the in-transit point to destination, and 
subsequently on presentation of claim by the shipper to refund 
the balance between the sum of the locals and through rate, the/ 
taxes paid on the two movements should be adjusted at the same 
time refund is made to the shipper of part of the freight charges 
paid and credit in subsequent monthly returns taken therefor pur- 
suant to the third paragraph of section 502 of the Revenue Act 
of 1918. In case the property in the second movement, that is, from 
the in-transit point, were in course of exportation, no tax on such 
movement would be collectible if the requirements of T. D. 2889 
have been complied with. However, the tax on the amount paid . 
for the first movement after adjustment should be collected as the 
movement from the point of origin to the in-transit point is not 
part of the exportation movement; 

"Third: where carriers charge the local rate on shipments from 
the point of origin to the in-transit point and then on the move- 
ment from the in-transit point to the point of destination charge 
the through rate and on claim make a refund to the shipper. In- 
stances of this kind should be disposed of as in the second case." 

Article 15 of T. D. 2889 remains in full force and effect except 
as herein modified. 

Instructions. — Before any shipper intending to ship property into 
export attempts to avail himself of exemption he should, first, ad- 
vise himself as to the law as provided in sections 500, 501 and 502 
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of the Revenue Act of 1918; second, as to the contents of Regula- 
tions 49 providing for the application of the transportation tax gen- 
erally, and third, as to the requirements of T. D. 2889, as well as 
the provisions herein contained. 

A condition precedent to anything which a shipper or consignee 
may do looking toward an exemption from the transportation tax 
is that the shipper or consignee must determine whether he is the 
one who may legally secure an exemption — the person entitled to 
the exemption in the case of the tax on freight charges on bona 
fide exports is the person zvho pays the freight charges. He, then, 
is the person to file the Foreign Requirements Certificate, when re- 
quired, and the Temporary Exemption Certificate and the Certificate 
of Exportation. 

It is to be remarked that in the case of all shipments, whether 
through pools or similar arrangements, or otherwise, to gain even 
a temporary exemption each shipment must be covered with a Tem- 
porary Exemption Certificate which must have reference to a par- 
ticular contract, or to the Foreign Requirements Certificate setting 
forth, the different demands which the person paying the freight 
charges has for deliveries in foreign places and unless such person 
has foreign requirements as described herein and in T. D. 2889 he 
cannot avail himself of the Temporary Exemption Certificate, and if 
he does he is violating the law. 

This, however, does not preclude the person paying the freight 
charges, who has his place of business at a place other than the 
point of origin, from there executing the Temporary Exemption 
Certificate and sending it to the shipper to file for him at the point 
of origin or from authorizing an agent or the shipper to execute 
the Temporary Exemption Certificate in his behalf and filing it with 
the agent of the carrier at the originating point. 

It has come to the observation of the Commissioner that in some 
cases persons exporting property from ports or places contiguous 
to the seaboard are filing Foreign Requirements Certificates and 
Temporary Exemption Certificates on shipments which are not in 
course of exportation. T. "D. '2889 carefully defines when property 
is in course of exportation and collectors, carriers and shippers 
should fully inform themselves as to its provisions. Property 
shipped to a port and there held for, sale is not in course of ex- 
portation. For instance, grain or flour consigned to the Grain Cor- 
poration, Food Administration, charges for the shipment of which 
are paid by the persons consigning the grain, which grain or flour 
is accumulated by the Grain Corporation for subsequent disposition 
either in this country or in export, as evidenced by advertisements 
appearing in the newspapers by the Grain Corporation offering 
flour for sale, is not in course of exportation. The property is 
stopped at the port for a business purpose and cannot be deemed 
to have been in the course of exportation prior to the time it actu- 
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ally leaves the port where it has been assembled by the Grain Cor- 
poration, therefore amounts paid for its transportation to the port 
are not exempt from tax either on the ground that the services are 
rendered to an agency of the United States or that the property is 
in course of exportation. 

Another instance is that where grain is consigned to receivers at 
or near ports and the receivers upon receipt of the grain dry it, 
sort it, clean it, grade it by mixing with other grain, and accumulate- 
it in large quantities for the purpose cf subsequently selling it to 
exporters. This grain has come to rest. It has been held for a 
business purpose. The movement through the port to export will 
not have been continuous and the grain cannot be said to be in the 
course of exportation. The very acts performed by the receivers 
describes a business and the exporter purchasing grain from such 
a receiver, and the receivers, are not entitled to exemption from 
the transportation tax. 

In T. D. 2889 a "break" is defined and it is clearly stated when 
property comes "to rest." It is said that when a shipment at the 
instance of the shipper or his agent is stopped or the property 
comes to rest for a business purpose which breaks the continuity 
of the movement, such a private sale, storage, grading, sacking, 
reshipment or manufacture and not in necessary delay or accom- 
modation to the means of transportation, such shipment is not in 
the course of exportation. Therefore, shipments into the United 
States from Canada or Mexico under Customs transportation bond 
are deemed to be in the course of exportation unless and until 
they are delivered to a warehouse for storage and subsequent dis- 
position by the shipper, £n which case the carriers should collect 
the tax on the amounts paid for its transportation, unless the per- 
son paying the freight charges files an affidavit that the shipments 
are delayed due to a lack of transportation beyond the shipper's 
control, as provided in T. D. 2889. 

Although recourse to the Act and the Regulations will solve 
most of the questions presented, it is recognized that special ques- 
tions will arise requiring submission to this office as in the case 
of the meaning of the word "grading" as used in T. D. 2889. 
"Grading" as therein used has reference to the mixing of differ- 
ent shipments of grain for the purpose of obtaining a new grade 
and does not have reference to inspection by federal licensees or 
officials of the Department of Agriculture for ascertaining its char- 
acter pursuant to the Grain Standards Act. 

Pools or similar arrangements. — Pools or similar arrangements 
as contemplated by T. D. 2889 include physical pools such as grain 
elevators used to transfer grain from cars to vessels, but not the 
assembling of grain for the purpose of filling orders acquired after 
the grain has arrived at the elevator; oil tanks which are used to 
conduct the oil or gasoline from tank cars to vessels; pools such 
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as are conducted by the Tidewater Coal Exchange and the Lake ex- 
changes where all the railroads running into a given harbor and 
all the piers in such harbor are a part of the pool from which the 
authorities in v charge of the pool draw property without reference to 
it's prior ownership or points of origin or where the lines of a 
given railroad constitute a pool; and pools where private shippers 
have a number of tracks each one of which is used for a certain 
grade of coal regardless of the point of origin of the shipments or 
the contracts on which they are to apply. These instances are 
cited to inform the taxpayer as to the nature of pools. Any ar- 
rangements similar in character to these come under the provisions 
of the T. D. 

In the case of property shipped through pools or similar arrange- 
ments where the weight of the property shipped and the freight 
charges thereon are not determined until after the shipment has 
reached its domestic destination or has been loaded aboard ship, 
the person paying the transportation charges may authorize his 
agent at the point of origin or the person who consigns the property 
to file the Temporary Exemption Certificate complying with all its 
requirements except weight, freight charges and the tax, provided it 
shows an estimated amount of the total tonnage contained in the 
lot of cars shown and the carriers are authorized to accept it in 
such form. 

Carriers in some cases do not provide for the waybilling of cars 
at the point of origin but assemble the cars from numerous places 
to make up trains at a billing point where the waybills are pre- 
pared and the cars billed as of their points of origin; where these 
circumstances obtain the person paying the freight charges may pre- 
pare the Temporary Exemption Certificate at his office and from 
there mail it to the agent of the carrier who collects the amounts 
charged for the transportation of such property or the designated 
agent of the carrier as hereafter stated, provided the Temporary 
Exemption Certificates bear even date with that of the waybills, 
and provided further, that the Temporary Exemption Certificate is 
received by the agent of the carrier before the shipment reaches the 
pool. 

When property has been shipped into pools under Temporary 
Exemption Certificates and an equivalent tonnage goes into export 
pursuant to the requirements of T. D. ^89, the Certificate of 
Exportation in proof of the exportation of the quantities covered 
by the Temporary Exemption Certificate which referred to the 
Foreign Requirements Certificate, may state, in lieu of car number 
and initial, the total number of tons exported, but such tonnage so 
exported must be of the same grade or kind as that shipped into the 
pool under the Temporary Exemption Certificates, that is, if the 
property shipped for the pool answers the requirements of the 
contract against which it is applied and property was shipped into 
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the pool for application on such foreign requirements, the demands 
of T. D. 2889 have been complied with. 

Carriers at some of the seaports in agreement with shippers 
have designated "exchanges," herein called "pools," to direct ex- 
porting operations and with full authority to control the account- 
ing practice in the pool; where there are such pools the shippers or 
trans-shippers may file their Temporary Exemption Certificates with 
the agent of the pool and such agent of the pool may execute the 
shipper's part of the Certificate of Exportation on behalf of such 
shipper. The agent of the pool may then certify to the carrier, if 
all the requirements of T. D. 2889 have been complied with, at 
the same time he informs the carrier he has a vessel for a. cargo, 
that freight charges on the coal going into such cargo are tax 
exempt and such certification is authority for the carrier not to 
collect the tax. 

Returns by carriers. — In lieu of the summary required of carriers 
by T. D. 2889, it will be sufficient for them or their designated 
agents to keep on file for ready reference Temporary Exemption 
Certificates and the Certificates of Exportation. Should the Cer- 
tificate of Exportation not be filed for shipments temporarily ex- 
empted within thirty days after such shipments are received at 
destination, the carrier shall collect the tax, unless the shipper 
shall submit proof by affidavit that the delay was occasioned through 
no fault on his part, but solely because of the lack of transportation 
facilities due to causes beyond his control; provided, that in the 
case of shipments through pools where there are continuous ship- 
ments being received into the pool and shipments into export con- 
tinuously being made, carriers or their designated agents will, be 
required only to keep accounts of the tonnage received under Tem- 
porary Exemption Certificates and shipments made into export 
under Certificates of Exportation and they may carry forward at 
the end of the month to the next month any balance of shipments 
made under Temporary Exemption Certificates which have not actu- 
ally been exported (in equivalent tonnage), the tax to be collected 
on charges paid for the transportation of such balance if the shipper 
or transshipper has made no shipments under Temporary Exemption 
Certificates into the pool and no shipments covered by Certificates 
of Exportation from the pool within a thirty-day period. The 
shipper or transshipper, of course, may file an .affidavit that the 
movement of the balance of the property is delayed at the point of 
export by reason of the lack of transportation due to no fault of 
the shipper. 

Tax collected where no certificates filed. — In all cases where the 
irovement of property has been continuous from the point of origin 
to the point of exportation and in due course exported, but such 
shipments have not been covered with the necessary Temporary 
Exemption Certificates as provided in T. D. 2889, the carrier shall 
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collect the tax and the party paying the freight charges may file a 
claim for refund of the tax collected with the Commissioner of 
Internal Revenue. Carriers or their designated agents in charge 
of pools must promptly deduct from shipments temporarily ex- 
empted cars wrecked or confiscated by the carriers. 

Provisions herein retroactive. — The attention of the Bureau has 
been invited to the fact that the certificates required to be filed by 
T. D. 2889 were not immediately available, therefore collectors, car- 
riers and shippers are informed that practices prevailing prior to the 
promulgation of T. D. 2889 shall govern the tax liability of all ship- 
ments originating at the instance of the person paying the freight 
charges up to the time the certificates were available at the office 
of the Collector of his district and for one week thereafter, and in 
cases arising under T. D. 2889 after the one week period subse- 
quent to the receipt of the certificates by the Collector to a date 
one week subsequent to the promulgation of this T. D. where per- 
sons paying the freight charges hab! complied substantially with the 
provisions of T. D. 2889, but due to considerations of a practical 
nature, herein remedied, were not granted exemption, the carriers 
and their designated agents, such as the "Exchanges," may adjust 
such cases having regard to the provisions of T. p.. 2889, and this 
T. D., giving credit to the person paying such freight charges for 
bona fide export shipments made during such periods and the car- 
rier in turn taking credit on its subsequent monthly return. Proof 
of the date of the receipt of the certificates should be made by 
the person paying the freight charges to the carrier by obtaining a 
certificate from the collector setting forth the date on which cer- 
tificates were received by him and available for distribution. In 
no case should the carriers refund cash, even if demanded, but 
claims for cash refund should be made to the Commissioner of 
.Internal Revenue on Form 46, Should the carriers be in doubt 
as "to the validity of any claim so arising credit should not be 
given, but the person seeking the credit should make claim for 
refund on Form 46. Nothing herein contained, however, shall be 
construed to preclude the Commissioner of Internal Revenue from 
at any time inquiring into the character of previous shipments and 
determining that they were not in fact in the course of exportation 
and subsequently levying any collecting the tax which may be found 
to be due thereon. 

Claims for refund. — In submitting claims for refund on Form 46 
for taxes alleged to have been erroneously or illegally collected on 
amounts charged for the transportation of property the claimant 
should submit: 

1. The. original paid freight bills, or in case the original paid 
freight bills, are in the hands of some other agency and not pro- 
. curable, a certificate from the auditor of the carrier which received 
the freight charges and collected the tax as follows; 
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"Serial No 

TO THE COMMISSIONER OF INTERNAL REVENUE : 

This is to certify that 

(Name of person paying the freight charge) 

, on 

(Date of payment) 

paid Dollars* for the transportation of property 

from , to , 

(Point of origin) (Point of destination) 

and on which there was collected Dollars tax. 

and that there has been refund of 

(If no refund of all or any part state "No") 

said freight charges and 

(If no refund of all or any part state "No") 
refund of tax and that no certificate has heretofore been given to 

stating the amount of said 

freight charges and tax so paid for presentation to the Commis- 
sioner of Internal Revenue, and that there will not hereafter be 
given another certificate for the amount charged on this shipment 
for presentation to the Commissioner of Internal Revenue, and 
the number of this Certificate will be entered in a record specially 
kept for the purpose and serially numbered and that another cer- 
tificate will not be issued therefor except on authorization from the 
Commissioner of Internal Revenue. 

(Signed) 

(Carrier) 

By 

(Auditor) ;" 

and in addition thereto a certificate from the person having, the 
original paid freight bill stating that it is in his possession, the 
amount of the freight charges and tax appearing thereon, and the 
reason for its retention and that he has marked thereon, "Certificate 

No. , issued by 

(Name of carrier) 

to : 

(Name of person paying freight charges) 

for presentation to the Commissioner of Internal Revenue in claim 
for refund," and in case the paid freight bill has been lost the cer- 
tificate by the auditor of the carrier should be submitted with an 
affidavit by the claimant that he has made diligent search for such 
paid freight bill and that it is not to be found, that he has never 
before presented claim for refund for tax paid on such shipment and 
that in case the paid freight bill is found it will be forwarded 
promptly to the Commissioner of Internal Revenue to be attached 
to the original papers. 
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2. The original contract, certified copy thereof, or certified ex- 
tract therefrom pursuant to which the property in question was 
shipped from the point of origin to point of exportation destined to 
a foreign country; 

3. An affidavit by the claimant that the freight moved continu- 
ously from point of origin to port or border and did not stop for 
business purposes, private sale, manufacture, or for any reason other 
than in accommodation to the means of transportation; 

4. A certified copy of the ship's receipt or other evidence of 
delivery of the freight to a vessel clearing for the foreign port to 
which the property was destined, or if destined to Canada or Mex- 
: co, a certificate of the customs official or the delivering agent of 
the transportation company that the property in question was de- 
livered beyond the borders of the United States." 

Instructions to collectors and carriers. — The Revenue Act of 
1918 requires the carriers to collect the transportation tax. When 
they fail to collect the tax and make a return thereof on amounts 
charged for the transportation of property, the carrier is liable for 
the amount of the tax and a penalty of fifty per cent, in addition, 
and collectors have no authority to authorize carriers to release 
property which the carriers are holding for unpaid taxes, Carriers 
should ascertain as soon as circumstances will permit amounts due 
for taxes on freight changes which have been improperly exempted. 
The carrier should then bill the shipper for the amount an$ in 
case the shipper fails to pay it within 10 days the carrier should 
certify the amount to the collector of his district, the collector, in 
turn should certify the amount, to the Commissioner pf Internal 
Revenue, who will declare the taxes due and payable by special 
assessment and in case the taxes are not paid within ten (fcys there- 
after distrajint proceedings will be taken according to 4aw> to S^ect 
the tax so found due and payable. [T. D. 2917, Approved Septem- 
ber 8, 1919.] .''.., 

fl 2092. T. D. 2920. Providing for relief of .domestic corpo- 
rations which have assumed payment of income tax with respect 
to tax-free covenant bonds owned by non-resident aliens who 
are entitled to credits for personal exemption and dependents, 
but whose incomes from sources in the United States do not 
exceed such credits. 

The final edition of Regulations No. 45 is amended by inserting 
immediately after Article 363 (1(703), a paragraph which wijl be 
known as Article 363a as follows : 

Article 363a Personal Exemption of Nonresident Aliens. — In case 
a nonresident alien is entitled to personal exemption and credits for 
dependents in accordance with paragraphs (c), (d), and (e), Section 
216 of the Revenue Act of 1918, and his gross income from sources 
in the United States, including bond interest, does not exceed his 
personal exemption and credits for dependents, a certificate, Form 
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1001B, should be executed and filed with the withholding agent, if 
any part of the gross income is derived from interest upon bonds 
of a domestic corporation which contains a tax-free covenant 
clause. The certificate may be filed with the withholding agent 
at* the end of the calendar 'year but riot later than February first 
of the succeeding year, and all such certificates should be attached 
to the annual list return, Form 1013. The amount of tax due from 
the withholding agent as shown by Form 1013, may bt reduced by 
two per cent, of the aggregate amount of interest payments made to 
the nonresident alien upon tax-free covenant bonds during the 
calendar year; and the amount of tax represented by the certificates, 
payment of which was assumed on monthly list return, Form 1012, 
will not be included in the assessment against the withholding 
agent. The certificate may be filed only by a citizen or subject of 
the countries enumerated in paragraph (a) or (b) of Article 307, 
as amended. In case tax in excess of a nonresident alien's t&x 
liability has been withheld from interest upon bonds which do not 
contain a tax-free covenant clause, the nonresident alien should 
file or ■cause to be filed with the collector of internal revenue a 
return of his gross income from all sources within the United 
Stateis, accompanied by a claim for refund on Form 46. [T: D. 
2920, approved September 15, 1919.] 

1T2093. T. D. 2919. (See 1T 1565.) Additional Regulations 
relating to stamp tax on bonds of indebtedness. 

Subdivision 1, Schedule A, Title XI, Revenue Act of 1918, pro- 
vides: 

"Bonds of indebtedness: On all bonds, debentures, or certifi- 
cates of indebtedness issued by any person, and all instruments, 
however termed, issued by any corporation with interest coupons 
or fri registered form, known generally as corporate securities, on 
each $100 of face value or fraction thereof, 5 cents: Proz/ided, That 
every renewal of the foregoing shall be taxed as a new issue: 
Provided further, That when a bond conditioned for the repayment 
or payment of money \i given in a penal sum greater than the debt 
secured, the tax shall be based upon the amount secured."' 

The - following 'regulation relating' to the stamp tax under the 
abdve subdivision is issued as an amendment to Art. 14 'of Regula-' 
tions No. 55: " 

Art. 14a. Certificates of indebtedness.— The term "certifi- 
cates of indebtedness" includes only instruriients having the general 
character of investment securities, as distinguished from instru- 
ments evidencing debts arising in ordinary transactions between 
individuals. [T. D. 2919, approved September 12, 1919.] ' 
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Under the 
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Cane plantations 2098 

Canneries, and labor on farms, in sheds in fields, etc., preparing farm 

products for' canneries 2099 
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Children in factories with mothers ' 2101 

Commissary owned and' operated by sawmill .... *....'..... ■ 2102 
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lishments ',, 2103 

Delivery of ice .-.. : ;.... 2104 
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Express companies ,...%... »..* » ...... 2106 
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Hours of labor. .. 2109 
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Laundries (steam) ,. 2H1 
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Mercantile atore ...;....: '. ...............; 21W. 
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Mines (in or about) , „ ... 2116 
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Title and trust companies >,........... 2130. 

Tobaceo plantations (picking and stringing tobacco leaves) 2131 

Turpentine forests '. . 2132 

INTRODUCTION. 

fl 2094. In the administration of Title XII, Tax on Employ- 
ment of Child Labor, Revenue Act of 1918, the Commissioner of 
Internal Revenue has made a number of rulings in the form of > 
letters in response to inquiries from the general public. The fol- 
lowing extracts embody the principal rulings relating to Title XII. 

DANIEL C. ROPER, 
Commissioner of Internal Revenue. 
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SECTION 1200, TITLS XII* REVENUE ACT OF 1918, 
PAGE 365, TAX BOOK, PART II. 

fl 2095, Bakeries.— A tax is imposed on every person operat- 
ing a mine, quarry, mill, cannery, workshop, factory, or manufac- 
turing establishment in which children are employed contrary to the 
standards laid down. Any room or place in which goods or products 
are manufactured or repaired, cleaned, sorted, or altered, in whole 
or in part, for sale or wages, is a workshop, factory, or manufac- 
turing establishment within the meaning of the Child Labor Tax 
Law. A bakery, therefore, would come within the purview of this 
title.— June 14, 1919. 

1[ 2096. Basis of tax. — An employer is liable to the imposition 
of a tax equivalent to 10 per centum of the entire net profits re- 
ceived or accrued for the year from the sale or disposition of the 
product of any of the establishments specified in the act where 
children have been employed beyond the limitation as to years and 
hours set forth in the statute. The product of a child's labor either 
actually or relatively to the entire product of the labor of all em- 
ployees is in nowise made the measure of the tax. The tax is on the 
net profits of the mill or other establishment and not upon the net 
profits derived from the labor of the children. — April 9, 1919. 

fl 2097. Bottling plants. — A mixing or bottling plant in which 
carbonated water is added to prepared sirups producing beverages 
known as soft drinks is a manufacturing establishment within the 
meaning of the law and the employment of children therein con-? 
trary to the standards laid down will subject the person operating 
the establishment to the tax. — May 28, 1919. 

/ fl2098. Cane plantations. — Every person operating a mine, 
quarry, mill, cannery, workshop, factory, or manufacturing estab- 
lishment is subject to the tax imposed on the employment of child 
labor under the provisions of section 1200, but said section does not 
apply to the agricultural industry, although it may be a part of a 
complete industrial cycle. A sugar mill and sugar-cane plantation 
may be operated as a unit, but the law does not apply to the labor 
employed in the production of the cane. The employment of chil- 
dren contrary to the terms of the law in or about the mills would 
subject the person operating the mill to the imposition of the tax, 
but employment or permission to work of children in the fields in 
purely farming or agricultural operations does not come within the 
taxation intent of the law. — April 12, 1919. 

. K 2099. Canneries, and labor on farms, in sheds, in fields, etc., 
preparing farm products for canneries. — A tax is imposed on 
every person operating a mill, cannery, workshop, factory, or manu- 
facturing plant in which children under 14 years of age are em- 
ployed, or in which children, between the ages of 14 and 16 are per- 
mitted to work more than eight hours in any day or more than six 
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days in any week, or before 6 a. m, or after 7 p. m., during any 
portion of the taxable year. These regulations do not apply to 
the agricultural industry. A cannery and a farm may be operated 
as a unit but the law does not apply to the labor employed in the 
production of corn and beans on the farm, nor to labor employed 
in other purely agricultural operations. The employment of chil- 
dren, however, in or about a mill, cannery, factory, workshop;, or 
manufacturing establishemnt contrary to the terms of the law, 
would subject to tax the person operating the business. 

The terms mill, cannery, workshop, factory, or manufacturing 
establishment, as used in the Child Labor Tax Law, clearly mean 
the premises on which the manufacturing business is conducted, in- 
cluding the buildings and grounds, including in their ordinary sense 
whatever is necessary to carry on the mechanical operation' otf proc- 
ess. No distinction can be made in employment in different places. 
The duties of child employees frequently take them into and often 
require their presence in the plan or manufacturing part of : such 
establishments when they are accessible. A child employed by a 
person operating a cannery, whether directly at work connected with 
machinery or not, is employed in a cannery within the meaning 
of the law. The law applies if children are employed in or about 
or in connection with the establishment. 

Any part essential to the conduct of a manufacturing business 
is as much a part of a manufacturing establishment as the buildings 
in which the machinery is housed or the ground occupied by the 
buildings. The snipping of beans or husking of corn for canning, 
even though carried on at some distance from the cannery proper, is 
an essential part of the business. Beans are snipped and corn 
husked as a necessary part of a canning operation and not a neces- 
sary part of an agricultural operation.. Farming or agricultural 
work may cease and be complete with the production and picking 
or gathering of beans and corn, but when these vegetables are 
prepared and broken, snipped. or husked, with a view to their imme- 
diate use in canning or preserving, for public sale, the snipping 
and husking, wherever carried on — in the fields, in sheds or shelters 
on the farm, in farm houses, or in sheds and shelters near the 
canneries — are a part of a cannery operation and the children 
employed on such work are employed in a cannery within ,the 
meaning of the law. — June 26, 1919. 

fl 2100. Chain carriers with surveyor of sawmill company. — 

A tax is imposed on every person operating a mill, cannery, work- 
shop, factory, or manufacturing establishment in which children 
under 14 years are employed, or in which children between 14 and 
16 years are permitted to work more than eight hours in any day 
or more than six days in any week, or before 6 a. m. or after 
7 p. m., during any portion of the taxable year. No distinction is 
made in any kind or class of employment connected with the 
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operation of the establishments specified. However, the employ- 
ment of children in the woods, as chain carriers for land surveyor 
and timber estimator, the nature of their employment never requir- 
ing or permitting their presence in or about the mechanical opera- 
tions essential to the sawmill industry, does not come within the 
taxation intent of the law, and would not subject the person oper- 
ating the sawmill to the tax imposed under Title XII, Revenue 
Act of 1918.— May 22, 1919. 

1J2101. Children in factories with mothers. — A tax is im- 
posed on every person operating a mill, cannery, workshop, factory, 
or manufacturing establishment in which children under 14 years 
are employed or permitted to work. 

The presence of any child in or about any of the establishments 
specified in the law will be taken as prima facie evidence of its em- 
ployment therein. It is immaterial that the children are in or about 
the establishments with their mothers and are entirely too young to 
work or be of service there. — June 4, 1919. 

IT 2102. Commissary owned and operated by sawmill. — A 
commissary or mercantile establishment not a part of a sawmill, 
although operated by the same company, is not an essential part of 
the manufacturing enterprise, nor is it necessary to carry on the 
mechanical operation or process and does not come within the tax- 
ation intent of Title XII, Revenue Act of 1918. The presence of 
child employees of the company, however, in or about the sawmill 
premises contrary to the standards laid down in said title would 
subject the person operating the mill to the tax. — May 21, 1919. 

tf 2103. Delivery boys during vacation for workshops and 
manufacturing establishments. — A tax is imposed on every per- 
son operating a mill, cannery, workshop, factory, or manufacturing 
establishment in which children under 14 years of age are per- 
mitted to work during any portion of the taxable year. No exemp- 
tion can be made under this act for the vacation period, and no dis- 
tinction is made in the kind or class of employment in connection 
with any of the establishments specified. Actual employment in the 
manufacturing or production part of a plant is not necessary to the 
application of the law. Therefore the employment of boys under 
14 years of age in or about workshops or manufacturing establish- 
ments will subject the person operating such establishments to the 
imposition of the tax. — May 27, 1919. 

1T2104. Delivery of ice.— (Employment of ; boys by- an ice 
factory to accompany delivery wagons and carry ice into 
houses.) Employment of boys under 14 years on work outside of 
the factory who are never required or permitted in or about the 
factory premises at any time, will not subject the person operating 
the establishment to the tax imposed by Title XII, Revenue Act of 
1918. If the boys are permitted to go with the wagons when being 
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loaded at the factory premises, the employer will be liable to the 
tax. 

Boys between 14 and 16 years may be employed in or about 
the factory without subjecting the person operating the estab- 
lishment to the tax, provided they are not permitted to work more 
than 8 hours in any day or more than 6 days in any week, or be- 
fore 6 a. m. or after 7 p. m. — May 2, 1919. 

If 2105. Drug stores (retail).— The Revenue Act of 1918 im- 
poses a tax on every person operating a mine, quarry, mill, cannery, 
workshop, factory, or manufacturing establishment in which chil- 
dren are employed contrary to the standards laid down. 

The law does not apply to a drug store of itself and apart from 
the operation of any of the establishments specified in section 1200. — 
May 2, 1919. 

tT 2106. Express companies. — A tax is imposed on every per- 
son operating a mine, qiiarry, mill, cannery, workshop, factory, or 
manufacturing establishment in which children are employed con- 
trary to the standards laid down. 

Express companies in no way connected with any of the estab- 
lishments specified, would not be liable to the tax. — May 1, 1919. 

fl 2107. Farming or agricultural operations. — No tax is im- 
posed on the employment of children in carrying on purely farming 
or agricultural operations in no way connected with a mine, quarry, 
mill, cannery, workshop, factory, or manufacturing establishment. — 
May 2, 1919. 

If 2108. Grocery stores (retail). — Employment of children in 
a retail grocery store in no way connected with mine, quarry, mill, 
cannery, workshop, factory, or manufacturing establishment- does 
not come within the provisions of section 1200. Title XII, Revenue 
Act of 1918.— May 15, 1919. 

ff 2109. Hours of labor. — The terms of the law which apply to 
children between the ages of 14 and 16 make impossible the ex- 
tension of the time they are employed or permitted to work in any 
day beyond eight hours. — March 19, 1919. 

If 2110. Janitor service in office of manufacturing plant. — No 

distinction can be made in the kind of occupation or employment 
in any of the establishments specified in section 1200.' A factory 
office is a part of the factory, and where children under 14 years 
of age are employed to do sweeping and cleaning in the office of 
a manufacturing plant during any portion of the year, the person 
operating such establishment is subject to the tax imposed.— May 
16, 1919. 

IT 2111. Laundries (steam).— Under Title XII, Revenue Act 
of 1918, a steam laundry would be classed as a workshop.— June 9, 
1919. 
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{[2112. Lighting and extinguishing street lamps— gas com- 
panies. — A tax is imposed on every person operating a mill, 
cannery, workshop, factory, or manufacturing establishment in which 
children under 14 are employed, or children between 14 and 16 are 
employed for more than eight hours in any day or more than six 
days in any week, or before 6 a. m. or after 7 p. m. 

A gas company is a manufacturing establishment within the 
meaning of the law and the employment of children, contrary to 
the standards laid down, in or about the plant or premises, would 
subject the person operating the establishment to the tax imposed. 

The employment of boys between 14 and 16 years to light and 
extinguish street lamps however, the nature of their employment 
being such that their presence in or about the gas factory premises 
is not required or permitted during any portion of the taxable year, 
does not come within the taxation intent of the law. — May 21, 
1919. 

{[2113. Meat market (wholesale and retail). — A wholesale 
and retail establishment engaged in the manufacture, for supply- 
ing local trade, of bologna sausage, head cheese, etc., is within the 
category of establishments specified in section 1200, and employ- 
ing of permitting children to work therein contrary to the stand- 
ards laid down in the law would subject the person operating the 
establishment to the tax imposed by said section. — April 12, 1919. 

1J2114. Mercantile store. — (See also store and office con- 
nected with workshop.) The employment of children in a mercantile 
store, physically separate and wholly apart from the operation of 
any of the establishments specified in section 1200, does not come 
within the taxation intent of the law. — May 2, 1919. 

{[2115. Mercantile store operated in connection with clay, 
manufacturing business. — A tax is imposed on every person 
operating a. mill, cannery, workshop factory, or manufacturing 
establishment in which children under 14 years are employed or 
permitted to work more than eight hours in any day or more than 
six days in any week, or before 6 a. m. or after 7 p. m., during 
any portion of the taxable year. 

No distinction is made in employment in different departments 
of the establishments specified in Title XII, and it is not possible to 
exempt from the application of the law any occupation or class of 
employment connected w-ith the operation of these establishments. 
Actual employment in the manufacturing or production part of the 
plant is not necessary to make the person operating the establish- 
ment liable to tax. Where a store is connected with a manufac- 
turing establishment and is part of the same enterprise, the employ- 
ment of children, whether as delivery boys or in going from 
department to department with messages or in or about the plant 
in any capacity, contrary to the standards laid down, would subject 
the person operating the plant to the tax. 

918 (Prentice-Hall Tax Service) 







A mercantile store of itself and in no way connected with any 
of the establishments specified in section 1200, does not come 
within the taxation intent of Title XII of the Revenue Act 
of 1918. Employment of children in a store wholly separate and 
apart from a manufacturing establishment and conducted as a 
separate enterprise, even though owned and operated by a manu- 
facturing company and whose child employees are never required 
or permitted or suffered to be in or about the manufacturing estab- 
lishment, would not subject the person operating the establish- 
ment to the tax. — June 14, 1919. 

II 21 16. Mines (in or about). — The term mining premises as 
applied to the Child Labor Tax Law is held to mean any property 
used in mining operations — that is, the mining lands in which the 
deposits of minerals are worked by ordinary mining processes— 
and is limited to the grounds and buildings used in the operation of 
the mine. ','.'. 

The different departments of the mining premises, such as 
work on tipples, breakers, tracks, in mine office, carrying messages 
from department to department, hauling materials to and from the 
mines, or any other operation connected with the whole mode of 
obtaining metals or minerals for commercial purposes, come within 
the purview of the law. 

Stores and other enterprises outside and away from the mint- 
ing operations, though owned and controlled by the mining com- 
pany, are not considered necessary to carry on the mechanical 
operation or process of the mine and the provisions of section 
1200 relating to mines do not apply to the employment of children 
in such places, the character of the work never requiring or 
permitting their presence in or about the mines. 

Making of mine props and cutting of ties or the manufacture Of 
other material purchased for use in a mine is not part' Of the 
mining process and the law relating to employment of children in 
mines would not apply. If, however, such work is done in connec- 
tion with the operation of a sawmill or lumber mill, o* otheY manu- 
facturing establishment, the law pertaining to mills and manufac- 
turing establishments would apply. 

If the grading of a road takes a child employee under 16 years 
in or about a mine, the person operating the mine will be liable 
to the tax imposed by section 1200. If the work of grading a 
road does not require the child to be in or about the mine, his 
employment will not subject the mine operator to the" tax. ' The tax 
is not imposed on the employment of children at road grading, nor 
is it imposed on a mining company for employment of Children 
under 16 everywhere, but it is imposed upon the mine operator if 
children under 16 years are employed in or about the mines. — • 
August 2, 1919. 

IT 21 17. Mines-— coke ovens. — A coke plant is not considered 
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a part of a mining industry but is held to be a manufacturing estab- 
lishment within the meaning of the law. Under the provisions 
of section 1200, the tax is imposed if children under 14 years are 
employed or if children between 14 and 16 are permitted to work 
more than eight hours in any day or more than six days in any 
week, or before 6 a. m. or after 7 p. m„ during any portion of the 
taxable year. — June 21, 1919. 

K 21 18. Moving picture business. — A tax is imposed on every 
person operating the establishments specified in section 1200 if 
children are employed contrary to the standards laid down, the tax 
being imposed on the entire net profits of the -taxable year. 

Although employment in connection with the making of moving 
pictures may be harmful to children in many ways, it is not believed 
that, the law-making body intended that "factory, workshop, or 
manufacturing establishment" was meant to embrace the making of 
moving pictures, either in studio or out of doors. Employment of 
children in the moving picture business, therefore, does not come 
within the taxation intent of Title XII of the Revenue Act of 
I918.—June 21, 1919. 

1f2ll9. Newsboys. — A tax is imposed on every person oper- 
ating a mill, cannery, workshop, factory, or manufacturing estab- 
lishment in which children under 14 years are employed, or children 
between 14 and 16 years are employed for more than eight hours 
in any day or more than six days in any week, or before 6 a. m. 
or after 7 p. m. 

A newspaper publishing plant is a manufacturing establish- 
ment, and the employment of children contrary to the terms of 
the law, in connection with the manufacturing process, or in or 
about the plant, would subject the person operating the establish- 
ment to the tax imposed. The employment of children in the dis- 
tribution of papers outside and away from the manufacturing estab- 
lishment, however, does not come within the taxation intent of the 
law,— May 5, 1919. 

1(2120. Newspaper publishing company. — A newspaper pub- 
lishing company is a manufacturing establishment within the mean- 
ing of the law. No distinction can be made in employment in differ- 
ent departments of the same establishment, and the employment 
of office boys or messengers between 14 and 16 years before 6 a. m. 
of after 7 p. m., would subject the person operating the establish- 
ment to the tax.— May 31, 1919. 

112121. Nursery — blacksmith shop— box making. — Employ- 
ment of children under 14 years of age or those between 14 and 16 
for more than eight hours a day or more than six days in any 
week, or before 6 a. m. or after 7 p. m., in a blacksmith shop or in 
an establishment for making boxes would subject the person operat- 
ing the business to imposition of a tax on the net profits of the 
entire industry. 

920 {Prentice-Hall Tax Service) 







The .nursery industry as an industry does twt oome within the 
taxation intent of the law. (It is assumed that the fruit is sold or 
disposed of in the natural state.) Parts of the business, however, 
which may be classed as the operation of a workshop and as manu- 
facturing — that is, the blacksmith shop and making boxes-^-are not 
exempt, and employing, permitting to work,, or suffering children 
to be in these establishments will subject the operator to the tax. — 
April 1, 1919. 

112122. Offices (general and factory) ,-~A tax is imposed on 
every person operating a mine, quarry, mill, cannery, workshop, 
factory, or manufacturing establishment in which children are em- 
ployed contrary to the standards laid down. The terms workshop, 
factory, or manufacturing establishment as used in the Child Labor 
Tax Law, clearly mean the premises on which the manufacturing 
business is conducted, including the buildings and grounds. The 
terms in their ordinary sense include whatever is necessary to 
carry on the mechanical operating or process. Aaiy part essential 
to the conduct of a manufacturing business is as much a part 
of a manufacturing establishment as the buildings in which the 
machinery is housed, or the ground occupied by the buildings. A 
factory office, therefore, is a part of the establishment and no 
distinction can be made in employment in different departments. 
The duties of office employees frequently take them into and often 
require their presence in the plant or manufacturing part of such 
establishments when they are accessible. Actual employment in the 
manufacturing or production part of a plant is not necessary, and 
it is not possible to exempt from the application of the law any 
occupation or class of employment connected with the operation of 
the establishment specified. The law applies if children are employed 
in or about the establishment. 

An office which occupies the top floor of a factory building of 
a manufacturing and selling company would come within the appli- 
cation of the law, and if children under 14 years are employed, 
or if children between 14 and 16 years are permitted to work 
more than eight hours in any day or more than six days in any 
week, or before 6 a. m., or after 7 p. m., the person operating 
the establishment would be subject to the imposition of the tax. 

Office employees as a class and apart from the operation of 
the establishments specified are not believed to be within the taxa- 
tion intent of Title XII, Revenue Act of 191&,: and the provisions 
of this act do not apply to the employment of children in a- gen- 
eral office, a main office, or district office established purely for 
office purposes, in no way a part of the manufacturing establish- 
ment as defined, but conducted solely as a city office whose em- 
ployees under the tage of 16 years are never required or, permitted 
or suffered to be in or about the manufacturing establishment. — 
May 31, 1919. 
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tf2123. Son of proprietor. — A tax is imposed on every per- 
son operating a mill, cannery, workshop, factory, or manufacturing 
establishment in which children under the age of 14 years a«*e cm- 
ployed or permitted to work. No distinction ca-h be made under 
the law in the matter of the owner's children. — May 31, 191°. 

II 2124. Stonecutting. — A tax is imposed on every person op- 
erating a mine or quarry in which children under 16 years are 
employed or permitted to work. When a stonecutter's work !*s 
away from the quarry, and in no way connected with the qua*ry 
operations, the employment of a child under 16 years would not 
come within the application of the law pertaining to mines and 
quarries. 

The business of stonecutting, however, would be classed with 
"workshop, factory, or manufacturing establishment," and the 
standards laid down for the employment of children in this class of 
establishment should be observed. — August 2, 1919. 

fl 2125. Store and office connected with workshop. — (See also 
mercantile store.) Any room or place in which an article or part 
thereof is altered, cleaned, repaired, or adapted for sale is a work- 
shop, factory, or manufacturing establishment within the meaning 
of the law. Under the provisions of section 1200 actual employment 
of children in the manufacturing or production part of a plant is 
not necessary to make the operator of the establishment liable to 
the tax. No distinction can be made in empolyment in different 
departmenst of the same establishment, and where workshop or 
factory is connected with a store or office and is part of the same 
enterprise, the employment of children in the store or office, 
or going from department to department with messages would 
come within the taxation intent of the law. 

To avoid liability to tax, children between the ages of 14 and 
16 years should not be permitted to work more than eight hours 
in any day or more than six days in any week, or before 6 a. m. or 
after 7 p. m.— May 2, 1919. 

f[ 2126. Telegraph company — office boys and messengers. — A 
tax is imposed on every person operating a mine, quarry, mill, 
cannery, workshop, factory, or manufacturing establishment in 
which children are employed contrary to the standards laid down. 
The Western Union Telegraph Co., not being in any way connected 
with the operation of establishments mentioned in section 1200 em- 
ployment of boys between 14 and 16 years of age as office boys or 
messengers before 6 a. m. or after 7 p. m., does not subject the 
company to the tax by reason of the employment of children 
contrary to the terms of the act. — May 31, 1919. 

1f2l27. Telephone companies. — The tax on the employment 
of child labor is imposed on every person operating a mine, quarry, 
mill, cannery, workshop, factory, or manufacturing establishment 
which children are employed contrary to the standards laid down. 
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Telephone companies ill rio way connected with any of the 
establishments specified would not come within the taxation intent 
of the law.— May 7, 1919. 

fl 2128. Timber cutting in the woods in connection with saw- 
mill or lumber mill operations. — The law does not exempt any 
class or kind of employment in connection with any of the estab- 
lishments specified in section 1200, and no distinction can l?e made 
between occupations in different departments of the same estab- 
lishment. 

The term manufacturing establishment as used in the Child Labor 
Tax Law clearly means the premises on wjiich the manufacturing 
business is conducted and includes whatever is necessary to carry 
on the mechanical operation or process. Any part essential to 
the conduct of a manufacturing business is as piuch a part o{ a 
manufacturing establishment as the buildings in which the ma- 
chinery is housed or the ground occupied by trie . buildings. Even 
though the cutting of timber is carried on some distance from 
the sawmill proper, it is an essential part of the industry, and 
the work of employees, particularly children, frequently exposes 
them to dangers not easily separated from the hazards of the 
enterprise generally. 

The Child Labor Tax Law applying to manufacturing est^br 
lishments covers the cutting of timber and logging force opera- 
tions as well as all other departments connected with the opera- 
tion of a lumber mill or manufacturing establishment. — May 27, 1919. 

1(2129. Time (sun or clock). — Act of Congress approved 
March 19, 1918, entitled "An act to save daylight and to provide 
standard time for the United States," provides that — 

"In all Statutes * * * relating to time * * * within 
which any act shall or shall not be performed by any person sub- 
ject to the jurisdiction of the United States, it shall be understood 
and intended that the time shall be the United States standard 
time of the zone within which the act is to be performed." 

The standard of hours relating to the employment of children 
as provided by section 1200, must be determined in accordance with 
the provisions of the law on this point, and the United States stand- 
ard time of the zone in which a mine, quarry, mill, cannery, work- 
shop, factory, or manufacturing establishment is located will 
govern in the enforcement of the Child Labor Tax Law. — May 
2, 1919. 

H2130. Title and trust companies. — A tax on the employ- 
ment of child labor is imposed on every person operating a mine, 
quarry, mill, cannery, workshop, factory, or manufacturing estab- 
lishment in which children are employed contrary to the standards 
hid down. 

Trust and title companies, in no way connected with the ppera- 
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tion of any of the establishments specified, do not come within the 
taxation intent of the law. — May 8, 1919. 

ff 2131. Tobacco plantations (picking and stringing tobacco 
leaves). — The taxing measure does not apply to the employment 
of children in purely farming or agricultural operations where the 
character of the work never requires or permits the employee to be 
in or about the establishments specified in section 1200. Assuming 
that the picking and stringing of leaves of tobacco on a plantation 
is an agricultural operation in no way connected with the Opera- 
tion of workshop, factory, or manufacturing establishment, the 
employment of children to perform such work does not come within 
the taxation intent of Title XII of the Revenue Act of 1918. — June 
20, 1919. 

112132. Turpentine forests — The employment of children in 
occupations which pertain purely to agriculture or to forestry does 
not come within the taxation intent of the law. The employment 
of children in carrying on forestry operations in turpentine woods — 
such as distributing the "cups" or receptacles to catch the crude gum, 
or collecting the cups or receptacles, or dipping or removing the 
crude gum from the collecting • receptacles and transferring it to 
buckets and thence to barrels, or raking dead leaves and rubbish 
away from the pine trees, or serving as water boys — occupations 
which are physically separate and wholly apart from the still or 
manufacturing establishment and from the character of the work 
would not permit the children to be in or about the still or manu- 
facturing establishment, does not subject the employer to the tax. — 
Jury 7, 1919. 
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If 2133. Committee of Review and Appeals to take place of 
Advisory Tax Board. Organization of a Committee of Review 
and Appeals to take over the work of the Advisory Tax Board 
which goes out of existence on October 1 was announced by 
Commissioner of Internal Revenue, Daniel C. Roper, in a 
statement issued yesterday. 

"Taxpayers in many parts of the country," said the Com- 
missioner, "have expressed interest in the plans of the Bureau 
for continuing the important work entrusted to the Advisory 
Tax Board. The function of the Board has been to review, 
upon appeal, the administrative decisions of the Income Tax 
Unit in important income and excess profits cases, particularly 
cases involving exceptional or unusual conditions with respect 
to questions of invested capital, amortization, depletion, de- 
preciation, etc. The newly organized Committee on Review 
and Appeal will take over this highly important function, and 
taxpayers are assured of the same thoughtful and impartial 
consideration of their problems that has been a feature of the 
work of the retiring Board. 

"P. S. Talbert, Head of the Technical Division of the In- 
come Tax Unit, has been selected as Chairman of the Com- 
mittee because of his exceptional experience and peculiar quali- 
fications for this important task. Mr. Talbert is one of our 
leading experts on income tax matters. He worked continuously 
with the Tax Advisers in drafting the administrative regula- 
tions for the enforcement of the 1917 law and has also played 
an important part in framing the regulations under the Act of 
February 24, 1919. Mr. Talbert will be relieved from duty 
as Head of the Technical Division in order that he may devote 
his entire time to the work of the committee. 

"The individual members of the Committee on Review and 
Appeals will be selected with the greatest care from our most 
experienced men in order that their combined judgment may 
represent the best experience and highest intelligence of the 
Bureau's personnel. I am confident that this body of men 
will continue in a most satisfactory manner the work inaugu- 
rated by the Advisory Tax Board and taxpayers may be as- 
sured of courteous, intelligent and impartial hearings." [An- 
nouncement by Bureau of Internal Revenue released Sept. 28.] 

1J2134. Announcement by the Bureau of Internal Revenue 
relating to emigrants. With the resumption of foreign travel 
and the exodus of aliens since the signing of the armistice 
and the treaty of peace, many travelers are discovering that 
there are certain requirements of the income tax laws to be 
observed before departure. 

In the interest of the traveler and proper administration, 
the Bureau of Internal Revenue has established a uniform 
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method of procedure for the colltction of income taxes from 
persons seeking passage abroad. Compliance with these regu- 
lations means avoidance of delay at the point of embarkation. 

Aliens, whether resident or nonresident, desiring to depart 
from this country, should appear before the collector of in- 
ternal revenue for the district in which they last resided and 
satisfy all income tax obligations up to and including the 
month preceding their departure. Such an alien is questioned 
as to his earnings for 1916, 1917, 1918 and 1919. The collector 
prepares a return for the alien and collects in proper cases 
the sum due. The return is executed in duplicate, and a 
copy retained by the alien for presentation to the internal 
revenue agent in charge at the port of embarkation, accom- 
panying his request for a sailing permit. In this permit, which 
can be issued only by internal revenue agents at the point 
of embarkation, it is certified that the person named has Com- 
plied with all the requirements of the Revenue Act for 1918 
and prior years. 

An alien who has failed to appear before the collector for 
the district in which he last resided is required to appear before 
the collector for the district in which the port of embarkation 
is located in order to obtain a certificate of compliance with 
income tax laws. 

An American citizen applying for a sailing permit must 
furnish the internal revenue agent in charge evidence that he 
has paid all installments of his income tax due up to the date 
of his departure, and has made arrangements- for the payment 
of future installments as they fall due. 

American citizens and aliens who are not subject to the 
income tax and have filed no returns are required to satisfy 
internal revenue officers of that fact in order to obtain a 
sailing permit, which is required of all persons departing from 
the United States. [Announcement by Bureau of Internal 
Revenue released Sept. 26.] 

U2135. (See 1J670) T.D. 2922. The final edition of Regula- 
tions 45 is amended by changing Article 307 to read as fol- 
lows: 

Art. 307. When nonresident alien individual entitled to 
personal exemption. The following countries are added to sub- 
division (a): Bohemia, Carniola, Galicia, Goritz, Gradisca, 
Lower Austria, Salzburg, Silesia, Styna, Trieste, Tyrol, Upper 
Austria. The following name is added to subdivision (b) : 
Slovakia; and to subdivision (c) Sweden is added [T.D. 2922, 
approved September 18, 1919]. 

112136, Page 181. T.D. 2924. Modification of Articles 1566 
and 1567 of Regulation 45 (See ff985 and 986), relating to ex- 
change of property for stock and stock for stock. 
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1. Article 1566 of Regulations 45 (See fl985), first authorized 
April 17, 1919, is considered as not being warranted in law, 
and is hereby modified to read: 

"ART. 1566. Exchange of property and stock. Where 
property is transferred to a corporation in exchange for its 
stock, the exchange constitutes a closed transaction and the 
former owner of the property realizes a gain or loss if the 
stock has a market value, and such market value is greater 
or less than the cost or the fair market value as of March 

1, 1913 (if acquired prior thereto), of the property given 
in exchange. For the rule applicable where a corporation, 
in connection with a reorganization, merger or consolida- 
dation, exchanges property for stock, see Article 1567." 

2. Article 1567 of Regulations 45, (See fl 986) as amende i 
by Treasury Decision 2870 (See fl 1549), is amended to read 
as follows: 

"ART. 1567. Exchange of stock for other stock of no 
greater par value. In general where two (or more) corpora- 
tions unite their properties by either (a) the dissolution 
of corporation B and the sale of its assets to corporation A. 
or (b) the sale of its property by B to A and the dissolution 
of B, or (c) the sale of the stock of B to A and the dis- 
solution of B, or (d) the merger of B into A, or (e) the 
consolidation of the corporations, no taxable income is re- 
ceived from the transaction by A or B or the stockholders of 
either, provided the sole consideration received by B and 
its stockholdersin (a), (b), (c), and (d) is stock or securities 
of A, and by A and B and their stockholders in (e) is stock 
or securities of the consolidated corporation, in any case 
of no greater aggregate par or face value than the old stock 
and securities surrendered. The term 'reorganization', as used in 
Section 202 of the statute, includes cases of corporate readjust- 
ment where stockholders exchange their stock for the stock of 
a holding corporation, provided the holding corporation and the 
original corporation, in which it holds its stock, are so closely 
related that the two corporations arc affiliated as defined in Sec- 
tion 240 (b) of the statute and article 633, and are thus re- 
quired to file consolidated returns. So-called 'no-par-value 
stock' issued under a statute or statutes which require tbe 
corporation to fix in a certificate or on its books of account 
or otherwise the amount of capital or an amount of stock- 
issued which may not be impaired by the distribution of 
dividends, will for the purpose of this section be deemed to 
have a par value representing an aliquot part of such amount, 
proper account being taken of any preferred stock issued 
with a preference as to principal. In the case (if any) 
in which no such amount of capital or issued stock is so 
required, 'no-par-value stock' received in exchange will be 
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regarded for purposes of this section as having in fact no 
par or face value, and consequently as having 'no greater 
aggregate par or face value* than the stock or securities 
exchanged therefor." [T.D. 2924, approved September 26, 
1919.] 

The effect of the change in Article 1566 is to eliminate the 
presumption that there is no profit when 50 per cent or more 
of the stock remains in the same persons who owned the 
property. A gain or loss resulting from the exchange of prop- 
erty for stock, even though 50 per cent or more of the stock 
remains in the same persons who owned the property, shall be 
included in the Income tax return for the year during which 
the exchange occurred in accordance with this Treasury De- 
cision. 

The only change made in Article 1567 is the addition of that 
part printed in italics. The purpose of this addition is to state 
more specifically those cases which the term "reorganization" 
embraces. 

If 2137, Page 311. Consolidated returns: Apportionment and 
payment of tax. In connection with the assessment and pay- 
ment of income and profits taxes of affiliated corporations, the 
opinion apparently prevails among taxpayers that the tax must 
be assessed against and paid by each corporation within an 
affiliated group. Unless a subsidiary has made a payment, the 
Bureau greatly prefers that the parent or principal reporting 
corporation take up and pay the entire tax, making any desired 
adjustment thereof by charging the affiliated corporations 
through their own records. 

The amount reported by the subsidiary in answer to question 
9, Form 1122, will be used as the basis for assessment and 
payment. If the subsidiaries have reported an appointment in 
this manner, but the parent corporation has paid the tax in- 
stallments on account of such subsidiaries, an amended Form 
1122 showing "none" in answer to question 9, should be filed. 
If the last condition obtains, but the taxpayer insists upon 
apportionment, the Collector of the subsidiary's district will 
request abatement of such portion of the subsidiary's tax as 
may have been previously paid by the parent corporation in 
another district. 

As a basis for such advice, the latter collector will secure 
from the parent corporation a schedule showing apportionment 
of the total tax and installments to the respective affiliated 
corporations. If a subsidiary has filed a tentative return and 
paid an installment of the tax, it should be assessed the amount 
shown on Form 1122, and will pay future installments as they 
fall due. (I. T. Mini. 2221, signed by Commissioner Daniel 
C. Roper, and dated August 8, 1919.) 
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^f 2138, Page 551. T.D. 2923. Authorizing debtor corpora- 
tions and withholding agents to accept old forms of ownership 
certificates with respect to interest due on and prior to Novem- 
ber 1, 1919, when received from continental United States and 
with respect to interest due on and prior to December 1, 1919, 
when received from abroad. 

1. In view of the fact that the revised forms of ownership 
certificates were placed at the disposal of the public over 
three months ago, this office is of the opinion that a reasonable 
period of time has elapsed in which to permit the public to 
hare become familiar with them. In order, however, to prevent 
inconvenience to individuals and organizations required to 
use such forms, old forms of ownership certificates will be 
accepted with respect to interest due on and prior to November 
1, 1919, when received from continental United States, and with 
respect to interest due on and prior to December 1, 1919, when 
received from abroad. 

2. Banks and collecting agents, debtor corporations, and 
withholding agents shall refuse to accept the old forms, in con- 
nection with interest due, after the respective dates named here- 
in, and Collectors of Internal Revenue receiving monthly re- 
turns accompanied by certificates on the old forms, when it 
shall appear that such certificates were filed with debtor cor- 
porations or withholding agents, with respect to interest due 
subsequent to such dates, shall require the debtor corporation 
or withholding agent concerned to secure certificates on the 
revised forms. 

3. In order that the fulfillment of the requirements herein 
provided may cause as little hardships as possible to individuals, 
banks, collecting agents, debtor corporations, etc., Collectors 
should satisfy themselves that they have a sufficient supply of 
the revised forms on hand to meet anticipated demands and 
where the supply is not deemed sufficient, requisition should 
be made without delay for such additional quantity as may be 
necessary. Collectors are requested to disseminate this in- 
formation throughout their districts as quickly as possible. 
[T.D. 2923, approved September 24, 1919.] 

1J2139. Old and revised forms of ownership certificates. 
"Referring Treasury Decision 2923 please define Revise Forms 
and Old Forms. Do you consider forms 1000 and 1001 Re- 
vised February, 1919, as Revised Forms or Old Forms? Please 
telegraph reply." 

"Revised forms of ownership certificates are those issued 
February, 1919, and those issued subsequently. Old Forms are 
certificates in use prior to February, 1919. Forms 1000 Revised 
February, 1919, and 1001 Revised February, 1919, considered 
Revised Forms." [Telegram from the Chase National Bank 
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• fc of New York and the answer thereto, by Commissioner Daniel 

C. Roper.] 

Tf 2140, Page 811. Excise tax on jewelry. "A fountain pen 
ornamented with precious metals or imitations thereof, or even 
a fountain pen consisting of a plain rubber holder containing 
a gold pen point is subject to the jewelry tax. Dealers who 
fail to collect and truly account for the tax are liable to a 
fine of $1,000." 

This was a statement of the Bureau of Internal Revenue 
to-day relative to complaints from jewelers that fountain pens, 
cigar and cigarette holders and other articles taxable under the 
Revenue Act of 1918 are being sold in tobacco, stationery and 
like establishments without collection and return of the tax. 

Section 905 of the act imposes a tax of 5 per cent on the 
selling price of jewelry, whether real or imitation, and on 
articles ornamented or fitted with precious metals or imita- 
tions thereof, wherever sold. Such articles include cigar and 
cigarette cases, eye-glass cases, pencils, pens, garter buckles, 
purses and hand bags, watches, clocks, opera glasses, marine 
glasses, lorgnettes and binoculars. This list, the bureau states, 
is not exhaustive, but merely illustrative. 

Investigation is being made of the jewelers' complaint, with 
a view to the imposition of penalties. [Announcement by 
Bureau of Internal Revenue, released October 1.] 

112140, Page 747. T.D. 2928. Exemption of exports; form, 
use, and ailing of certificates under T.D. 2889 and T.D. 2917, 
fl 1905 and 2091. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 
Washington, D. C. 

Treasury Decisions 2889 and 2917, If 1905 and 2091, as to 
exemption of exports are modified as follows: 

1. In case a shipper finds the form of the temporary exemp- 
tion certificate, as hitherto provided, not adapted to his pur- 
poses, he may prepare one suitable for his particular business 
and furnish it at his own expense provided the form used by 
him shall contain all of the essential facts called for in T.D. 
2889 and in the form hitherto provided, arranged in such 
order as to deviate as little as possible from the form hitherto 
provided and yet be adapted to the needs of the particular 
shipper. Where shipments are not made against a foreign re- 
quirements certificate, and not made through pools or similar 
arrangements, but against particular contracts or orders, the 
temporary exemption certificate need not be sworn to. 

2. Where all the information required in a temporary ex- 
emption certificate is filled in except number and date of way- 
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bills, weight, freight charges, or amount of tax, the carrier is 
authorized to accept it, provided the carrier completes the 
temporary exemption certificate when the further information 
therein required is available, and provided the property con- 
stituting the shipment is described in a manner adequate to 
identify it. 

3. The purpose of the certificate of exportation is to prove 
that the property described in the temporary exemption cer- 
tificate has actually been exported. If the form hitherto pre- 
scribed does not meet the needs of a shipper, the same limited 
deviation hereinbefore authorized with reference to the tem- 
porary exemption certificate is authorized with reference to such 
certificates of exportation. 

4. The certificate of exportation hitherto required to be ex- 
ecuted by the agent of the ocean carrier, the captain of the ves- 
sel, or a customs official, may now be executed by the persons 
entitled to exemption, provided the person so entitled to exemp- 
tion has in his possession a memorandum from the agent of the 
ocean carrier, the captain of the vessel, or a customs official, 
showing that the goods have been exported, and provided such 
memorandum is retained in such manner as to be readily avail- 
able for the inspection of internal revenue agents. Carriers are 
authorized to accept certificates prepared in this manner by 
persons entitled to exemption. 

5. In case of charges for transportation of property in 
course of exportation prior to October 10, 1919, where tempo- 
rary exemption certificates have not been available, carriers are 
authorized not to collect the transportation tax, if the movement 
is clearly an export movement and if there is no break or 
coming to rest of the property from its point of origin until 
the time it leaves boundaries of the United States, as defined 
in T.D. 2889. The tax on charges paid for transportation of 
such bona fide export shipments may be refunded by the carrier, 
pursuant to Section 502 of the Revenue Act of 1918, and the 
carrier may take credit therefor in its next monthly return. The 
adjustment herein permitted shall extend only to shipments 
made against particular contracts, orders, or proposals of pur- 
chase and shall not apply to shipments made against foreign 
requirement certificates or which pass through pools or similar 
arrangements. On and after October 10, 1919, all shipments 
must be covered by temporary exemption certificates or the tax 
collected on the charges paid for their transportation. [T.D 
2928, approved October 1, 1919.] 
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REGULATIONS 40 

(Revised) 

THE STAMP TAX ON ISSUES, SALES AND TRANSFERS 

OF STOCK AND SALES OF STOCK 

FOR FUTURE DELIVERY 

ISSUES OF STOCK 

[See Law, Schedule A3, page 361, Tax Book, Part II.] 

ff 2141. Article 1. When tax accrues. — Stock is deemed to 
be issued when it is subscribed for and the subscription is 
accepted by the corporation, regardless of the time of delivery 
of the certificate. 

ff 2142. Art. 2. Rate of taxation.— (a) All certificates or 
instruments, under whatever designation issued, having a par 
of face value, representing shares of stock, or of profits, or of 
interest in property or accumulations, in any corporation, joint- 
stock company or association, are subject to tax at the rate of 
5 cents on each $100 of the face value or fraction thereof. 

(b) All certificates of stock, or of profits, or of interest in 
property or accumulations, in any corporation, issued without 
par or face value, are subject to the tax of 5 cents on each 
share, unless the actual value is in excess of $100 per share, 
in which case the tax is 5 cents on each $100 of actual value 
or fraction thereof. 

ff 2143. Art. 3. Computation of the tax.— (a) The tax is 
computed upon the par or face value, if the certificates have a 
face value, of the certificates of stock, or of profits, or of 
interest in property or accumulations, of any corporation, joint- 
stock company or association, as set forth in the articles of 
incorporation, or agreement of association or of partnership, 
whether such par or face value appear on the face of the cer- 
tificate or not. 

(b) Where a certificate represents more than one share of 
stock (however large the number of shares), on the issue of 
such certificate the tax is reckoned on its par or face value 
and not on the par or face value of each separate share of 
stock which it represents. 

(c) The tax, whether on issue or on transfer, is measured 
not be the amount paid in, on, or for the stock, but by the par 
or face value in the case of shares having a face value; and by 
the actual value hi the case of shares without face value, but 
having an actual value in excess of $100 per share. 
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(d) In the case of a certificate without par $jr face value, . 
the actual value of the certificate is to be determined by the 
market price. 

1f 2144. Art. 4. Issues subject to tax»-*r(n) The issue of 
certificates of stock, or of profits, or of interest in property or 
accumulations, by any corporation, joint-stock company or asso- 
ciation, is subject to tax. 

(b) The issue to the beneficiary of certificates covering 
shares in the nature of shares of stock, where a number of 
persons pool their individual properties and appoint trustees 
having a definite term of office for the purpose of managing it 
and retain certain rights of control ovfcr the property and a 
voice in the selection of the trustees who are authorized to 
issue the certificates, is subject to tax. 

(c) The issue of certificates of stock by joint-stock land 
ment bonds, or other instruments wherein it is certified that 
the holder thereof is the owner of an interest in specified real 
property, the legal title to which has been previously conveyed 
to a trustee and whereby the corporation issuing the same 
agrees to manage the property and distribute the proceeds in 
a certain manner, is subject to tax. 

(d) The issue by a corporation, joint-stock company or 
association, of stock in exchange for property, real or personal, 
or for the purpose of purchasing the. business or assets of 
another concern, is subject to tax. 

(e) The issue of certificates of stock by joint-stock land 
banks is subject to tax. 

(f) The issue of stock dividend and fractional scrip cer- 
tificates is subject to tax. 

(g) The issue of temporary or interim certificates of stock 
is subject to tax. 

(h) The issue of certificates of stock upon reorganization 
by a corporation is subject to tax. 

(i) The issue of stock by a consolidated corporation in 
exchange for stock of the consolidating corporations is subject 
to tax. 

(j) The issue of stock, in addition to its already existing 
stock, by the continuing corporation in case of a merger of 
corporations, is subject to tax. 

(k) The issue of certificates of stock outside the United 
States by a domestic corporation is subject to tax. 

ft 2145. Art. 5. Issues not subject to tax.— (a) The issue 
of stock by co-operative building and loan associations, organ- 
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ized and operated exclusively for the benefit of their members 
and making loans only to shareholders, or by mutual ditch or 
irrigating companies, is not subject to tax. 

(b) The issue of certificates of stock by Federal land banks 
is not subject to tax. 

(c) The issue of "rights" to subscribe for stock by any 
corporation, joint-stock company or association evidenced by 
warrants is not subject to tax. 

(d) The issue of certificates of stock in a new name, the 
only change in the corporation being in the name, is not subject 
to tax. 

(e) The issue of voting trust certificates is not subject to 
tax. 

(f) The issue, upon a merger of corporations, of certificates 
of stock of the same kind in substitution for the old certificates 
of stock is not subject to tax. 

(g) The issue of certificates of stock of a smaller denomina- 
tion in exchange for outstanding certificates, where there is no 
change in ownership or in the total amount of stock issued, 
is not subject to tax. 

(h) The issue of the definitive certificates of stock in ex- 
change for temporary or interim certificates upon which the 
tax has been paid is not subject to tax. 

ff 2146. Art. 6. Stamp tax acts.— (a) All certificates of 
stock issued between December 1, 1914, and September 8, 1916, 
are subject to tax under the Emergency Revenue Act of Octo- 
ber 22, 1914; those issued between December 1, 1917, and 
April 1, 1919, are subject to tax under the Revenue Act of 
1917; and certificates of stock, or of profits, or of interest in 
property or accumulations issued by any corporation, joint- 
stock company, or association on or after April 1, 1919, are 
subject to tax under the Revenue Act of 1918. 

(b) The rate of taxation under each of these acts is the 
same. 

(c) There was no stamp tax upon issues of certificates of 
stock between September 8, 1916, and December 1, 1917. 

ff 2147. Art. 7. Documentary stamps used. — Ordinary 
documentary stamps shall be used in payment of the tax im- 
posed upon the issue of stock. 

1f 2148. Art. 8. Stamps to be attached to stock book.— The 
stamps representing the tax imposed by this subdivision must 
be attached to the stock book and not to the certificates when 
issued. 
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SALES AND TRANSFERS OF STOCK 

[See Law, Schedule A 4, page 361, Tax Book, Part II.] 

ft 2149. Art. 9. When tax accrues. — The stamp on sales 
or transfers of stock accures at the time of making the sale or 
agreement to sell or memorandum of sale, or delievery of, or 
transfer of the legal title to shares, or certificates or stock, or of 
profits, or of interest in property or accumlations in any cor- 
poration, joint-stock company, or association, or of the right to 
subscribe for or to receive such shares or certificates, regardless 
of the time or manner of the delivery of the certificate or agree- 
ment or memorandum of sale. 

fl 2150. Art. 10. Rate of taxation. — (a) In the case of stock 
haying a par or face value, the amount of the tax is 2 cents 
on each $100 or fraction thereof of the total par or face 
value of the shares or certificates involved in the sale or agree- 
ment to sell, whether such aggregate par or face value is greater 
or less than $100; e. g., where the total par or face of the shares' 
involved in the transaction is $100 or less, the tax is 2 cents; 
where such value is in excess of $100, the tax is 2 cents on 
each $100 or fraction thereof. 

(b) In the case of shares of stock without par or face 
value, the tax is 2 cents on the transfer or sale of, or agreement 
to sell, each share, unless the actual value of such share is in 
excess of $100, in which case the tax is 2 cents on each $100 
or fraction thereof; e. g., if the actual value of the share of 
stock is $25, the tax is 2 cents on each share; if the actual 
value of the share is $175, the tax is 2 cents on the $100 and 
2 cents on the $75, being a fraction of $100, making a total 
tax of 4 cents. 

ff 2151. Art. 11. Computation of the tax. — (a) In the case 
of stock having a par or face value, the amount of the tax is 
computed upon the total par or face value of the shares and 
not upon the amount that may have been paid in on such stock; 
e. g„ where stock of the par value of $100 is sold, for which 
only $25 is paid, the tax is reckoned upon the par value of $100 
and not upon the $25 paid. 

(b) Where one certificate represents several shares (how- 
ever large the number of shares) on the transfer of such cer- 
tificate the tax is computed upon its face value and not on the 
face value of each separate share of stock, or of profits, or of 
interest in property or accumulations; e. g., on the transfer of 
one certificate representing 500 shares, par value $5, the face 
value of the certificate being $2,500, the stamp tax is 50 cents. 

U 2152. Art. .12. Sales and transfers subject to tax. — (a) 
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The sale, or transfer, or change of ownership, of certificates of 
stock, or of profits, or of interest in property or accumulations 
in corporations, joint-stock companies, or associations, is sub- 
ject to tax. 

(b) The sale or transfer of shares of stock, whether or 
not represented by certificates, is subject to tax. 

(c) The transfer of stock to or by trustees is subject to tax. 

(d) The transfer of voting trust certificates is subject to 
tax. 

(e) The sale or transfer of temporary or interim certificates 
of stock is subject to tax. 

(f) The sale or transfer of certificates issued by trustees, 
where such trustees are appointed for a definite period and 
the declaration of trust provides that the beneficiaries (termed 
"shareholders") shall hold annual meetings for the election of 
new trustees to fill the vacancies thus occurring, the beneficiaries 
thus reserving to themselves control over the persons delegated 
to conduct their affairs and a voice in the business, is subject 
to tax. 

(g) The transfer of the interest of a subscriber for stock, 
however such interest may be evidenced or conditioned upon 
further payments, is subject to tax. 

(h) The transfer of the right to subscribe for stock in any 
corporation, joint-stock company, or association, whether or not 
evidenced by warrants, is subject to tax. 

(i) The transfer of the right to receive a stock dividend 
already declared is subject to tax, 

(j) The transfer or surrender of stock to a corporation, 
for the purposes of the corporation, whether or not it intends 
eventually to sell such stock, is subject to tax. 

(k) The surrender of common stock in exchange for pre- 
ferred stock (or vice versa), without change of ownership, is 
subject to tax. 

(1) The transfer of shares or certificates made by a person 
ioamng stock to another borrowing the stock to effect a sale, 
and also the transfer of shares or certificates from the borrower 
returning them to the lender in fulfillment of the obligation to 
buy in and return stock are both subject to tax. 

(m) The sale of or agreement to sell shares of stock made 
by a broker, directly or indirectly, for himself, is subject to tax. 

(n) The sale or transfer of stock by a, broker at a price 
different from that at which he accounts to his selling customer 
is subject to tax. 

(o) The transfer of stock in pursuance of a gift, bequest, 
or conveyance by trustees is subject to tax. • 
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(p) The transfer of stock from parties occupying fiduciary* 
relations to those for whom they hold stock is subject to tax. 

(q) The transfer of certificates of stock by an administrator 
or executor to the legatee or distributee is subject to tax. 

(r) The transfer of stock on the books of a domestic cor- 
poration, regardless of where the sale is made or the stock 
certificates delivered is subject to tax. 

(s) The sale, transfer, or delivery, within the territorial 
jurisdiction of the United States, of shares of stock of a foreign 
corporation is subject to tax. 

(t) The transfer of stock of a corporation to be merged to 
the merging corporation prior to the actual merging and as a 
condition precedent to the merger is subject to tax. 

fl 2153. Art. 13. Sales and transfers not subject to tax.— ~ 

(a) The transfer of stock pursuant to a sale, where the 
memorandum of sale has been duly stamped, is not subject to tax. 

(b) The sale or transfer ot enemy owned shares of stock 
in American corporations to or by the Alien Property Custodian 
is not subject to tax. 

(c) The surrender of certificates in exchange for other 
certificates representing the same or new stock, provided they 
are issued to the same holders, is not subject to tax. 

(d) The surrender of the stock of the consolidating cor- 
poration in exchange for stock in the consolidated corporation, 
case of consolidation of two or more corporations, is not subject 
to tax. 

(e) The transfer of the stock of a merged corporation in 
exchange for stock of the merging corporation at the time and 
as a part of a statutory merger is not subject to tax, nor is the 
substitution of new certificates for the certificates representing 
the old stock of the merging corporation. 

(f) The surrender of stock for extinguishment or in ex- 
change for new certificates to be issued without change of 
ownership is not subject to tax. 

(g) The transfer of certificates of stock from the decedent 
to the administrator or executor of the estate is not subject- 
to tax. 

(h) The 'sale or transfer of certificates issued by trustees, 
where such trustees are legally appointed for the entire period 
of the trust and the beneficiaries retain no substantial control 
over the affairs of the trust, but delegate their proprietary func- 
tions to others, any further control on their part depending 
upon contingencies, their rights being limited to filling vacan- 
cies caused by death, resignation, or disability, is not subject 
to tax. 
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(i) An agreement evidencing a deposit of certificates as 
collateral security for money loaned thereon, which certificates 
are not actually sold, is not subject to tax, nor is the transfer 
or delivery for such purpose of the certificates so deposited, 
or the retransfer of such certificates by the lender to the bor- 
rower of the money, subject to tax: Provided, That any trans- 
fer of such certificates by the lender of such money for any 
other purpose than the borrowing of money shall be subject 
to tax: Provided further, That in each case the person making 
a transfer of such certificates as collateral security shall make 
and sign a statement of the facts and attach it to the certificate. 

(j) The transfer or delivery of certificates to a clearing 
house for the sole purpose of clearing or adjusting accounts, 
where no beneficial interest is vested in such clearing house 
and there has been no change of title or intrest, is not subject 
to tax. 

(k) The transfer of a certificate of stock from the owner 
thereof to a broker, solely for tne purpose of enabling such 
broker to make a sale thereof for the owner, is not subject to 
tax, provided the broker shall in every case at the time of such 
transfer to him make and sign a certificate stating that he has 
no ownership in such stock and that the transfer to him was 
made solely to enable him to sell the stock for the owner. 
Such certificate shall in every case be attached to the certificate 
of stock and presented to the transfer agent at the time such 
certificate of stock is surrendered for transfer and shall be pre- 
served, together with the old certificate, by such transfer agent, 
for the inspection of the revenue officer. 

(1) The transfer of a certificate of stock by a broker to 
his customer for whom and upon whose order he has purchased 
such stock, where the tax has been paid upon the transfer of 
the stock to the broker, is not subject to tax, provided that the 
broker shall in every case, at the time of such transfer from 
him, make and sign a certificate stating that the transfer from 
the broker to his customer is made solely to complete the 
purchase made by such broker for such customer. Such certi- 
ficate in every case shall be attached to the certificate of stock 
and presented to the transfer agent at the time such certificate 
of stock is surrendered for transfer, and shall be preserved, 
together with the old certificate, by such transfer agent for the 
inspection of the revenue officer. 

(na) The certificates required by the two preceding para- 
graphs shall be in the following form: 

(1) (In the case of a transfer to a broker) — 
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We hereby certify that we have no ownership or 
interest in * * * shares of the stock above transferred,, 
the transfer by the owner to us being merely for. the 
purpose of sale. 



(Broker sign here.) 

r ' ■ 

* t t 

(2) (In the case of a transfer by a broker) — 

We hereby certify that the transfer of. * * * pf the. 
within shares to the names indicated by the star is made 
solely to complete the purchase made by us fpr our cus- 
tomer, and we have no ownership or interest therein. 



1 ♦; 



(Broker sign here t ) 




(n) No broker who has filed a certificate on the iorm 
given in paragraph (1) shall file a certificate on the form given 
in paragraph (2) with relation to the same transfer of shares 
of stock. • . • i' 

fl 2154. Art. 14. Inconsistent by-laws, rules, or customs of 
exchange. — No provisions, by-laws, rules or customs of any 
exchange or similar institution inconsistent with any require- 
ment or provision of the Revenue Act of 1918 or any regulations 
made thereunder, nor any collateral additional agreement or 
understanding, either verbal or written, respecting the subject 
matter of sales or transfers of certificates, or the settlement or 
fulfillment thereof, which are inconsistent or in conflict, with 
any requirement of said act or regulations shall exempt any 
person from the payment of the tax impose^. « • . • 

fl 2155. Art. .15. Memoranda of sales. — Every person who 
makes an agreement to sell or transfer title to shares of stock 
by delivery of certificates assigned in blank, shall as a part of 
such transaction promptly make and deliver to the buyer aL bill 
or memorandum of such sale or agreement to sell, .duly signed 
by the seller or his agent, to which the requisite stamps shall 
be affixed and canceled, which bill or memorandum shkll 'show 
the date of the transaction, the names of the seller atod'buyer 
and the name and number of shares of stock, and the price per- 
share and the tax paid thereon, and in the case of a transaction' 
made on an exchange shall bear a number upon the face; thereof 
and have printed and written in ink thereon the words "Subject 
to the Revenue Act of 1918 and regulations made in ! ac J cordianc , e 
therewith." No more than one such bill or memorandum m*de 
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by the seller on any given date shall bear the same number: 
Provided, however, That no single transaction or purchase or 
sale that is made upon an exchange by one member to another 
member shall require to be evidenced by more than one stamped 
memorandum of sale or agreement to sell. 

fl 2156. Art. 16. Records of sales or transfers of stock.-— 
(a) All persons who are wholly or partly engaged in the 
business of buying, selling or transferring shares of stock, 
whether at public or private sale, or whether or not they are 
members of an exchange, including persons engaged in transac- 
tions known as "matched," or "on-order," or "pass-outs," or 
"give-ups," or settled directly between the seller and buyer, or 
cleared or adjusted through a clearing house or otherwise, or 
engaged in accepting and procuring the transmission of orders 
for purchase or sale of shares of stock shall keep a record 
showing: 

(1) Date of transaction. 

(2) Line number (if at an exchange). 

(3) Name of broker or salesman who executed the order. 

(4) Name of party to whom sold, or from whom bought. 
(5) Number of shares dealt in. 

(6) Name or description of stock. 

(7) Price of stock, if without face or par value. 

(8) Amount (or total market value) of stock. 

(9) Face or par value of stock per share. 

(10) Tax paid on shares having face or par value. 

(11) Tax paid on shares without face or par value. 

(12) State tax paid, if any. (Optional.) 

(13) Total amount to ledger. (Optional) 

(14) Folio number. (Optional.) 

(15) Name of customer for whom sold or transferred, or 

for whom bought or transferred. 

(16) Number of shares loaned or borrowed. 

(17) Number of borrowed or loaned shares returned. 

(18) Method of settlement or adjustment. 

(b) Persons keeping such records may incorporate therein 
additional columns that will be of use to them, such columns 
to be placed so as not to interfere with the columns and head- 
ings hereby prescribed. These records must be in book form, 
and all entries therein must be legibly written in ink and the 
records kept for a period of at least two years. Such record 
forms will not be supplied by the department. 

(c) The form of record required shall be as follows: 
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(d) Provided, however, That brokers known as strictly 
floor brokers," or "two dollar men," or "room traders," in lieu 

of the foregoing record, whether their transactions are settled 
directly between seller and buyer or by "matched," "on-order," 
"pass-out," or "scratch sale," or "give-up," or any other kind 
of sale or purchase, or are cleared through a clearing house 
or otherwise, shall keep a record showing: 

(1) The date of the transaction. 

(2) The name of the seller. 

(3) The name of the purchaser. 

(4) The name of the stock. 

(5) The number of shares. 

(6) The par or face value of the shares. 

(7) The price, if the stock has no par value. 

(8) Whether the transaction is "matched," "on-order," 
"pass-out," "scratch sale," or "give-up." 

(9) Name of person to whom "given-up." 

(e) Provided further, That persons engaged in accepting 
and procuring the transmission of orders for the purchase or 
sale of shares of stock to be executed at a brokerage office or 
an exchange, board of trade, or similar place, shall keep a record 
showing: 

(1) Date of acceptance and transmission of order. 

(2) Name of person from whom accepted. 

(3) Name and address of person to whom transmitted. 

(4) Name of stock. 

(5) Par value of stock. 

(6) Number of shares. 

(7) Whether purchase or sale. 

(8) Price. 

(9) Whether order was executed at an exchange; and, if so, 

what exchange. 
(10) Date of execution of order. 

fl 2157. Art. \7. Returns by persons making sales.— (a) 
All persons who are wholly or partly engaged in the business 
of buying, selling, or transferring shares of stock, whether such 
sales, purchases, or transfers shall be made, cleared, settled, 
or adjusted through a clearing house, or otherwise, shall on 
or before the fifteenth day of each month, and at any. other 
time designated by the commissioner, render under oath a true 
return of all such sales and purchases to said commissioner for 
the preceding month or for any other period designated by the 
commissioner, containing in detail the following data and in- 
formation: 
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(1) The month for which the return is made. 

(2) The name and address of the person, partnership; cor- 

poration, or association making the return. 

(3) The number of shares sold and purchased elsewhere 
than at an exchange. 

(4) The number of shares sold and purchased at an ex- 

change and cleared by a clearing house. 

(5) The number of shares sold and purchased at an ex- 

change and not cleared by a clearing house. 

(6) The number of shares having a par or face value. 

(7) The number of shares without par or face value whose 

actual value is less than $100 per share. 

(8) The number of shares without par or face value whose 

actual value is in excess of $100 per share. 
(9). The number of shares of stock loaned. 

(10) The number of shares of such loaned stock returned. 

(11) The number of shares of stock borrowed. 

(12) The number of shares of borrowed stock returned. 

(13) The amount of tax paid. 

(14) The amount of stamps on hand on the first day of the 

month, or other period. 

(15) The amount of stamps purchased during the month, or 

other period. 

(16) The amount of stamps on hand on the last day of the 

month for which return is being made. 

(b) Provided, That brokers known strictly as "floor 
brokers," or "two dollar men," or "traders," in lieu of the fore- 
going return shall render a return only as to such transactions 
as were not "given-up" to or cleared through some other 
broker, including direct settlements, "pass-outs," or "scratched 
sales"; 

(c) Provided, further. That in the event any broker who 
has not closed business shall make no sales or purchases of 
stock during any one month he shall file with the commissioner 
a statement to that effect in lieu of a return. 

fl 2158. Art. 18. Returns by clearing houses.— (a) If any 
person, who negotiates sales or transfers of stock on a stock 
^xchanRe, shall appoint in writing the clearing house for the 
exchange up:.n which such sales or transfers are made his 
agent for the purposes hereinafter indicated, and shall make 
to such clearing hous<» a written return, statement, or sheet, 
on each business day, containing a full disclosure of all such 
transactions, both clearable and non-clearable, of the preceding 
day, in shares of stock that are listed or permitted to be dealt 
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in by such member on such exchange, and also showing which, 
if any, of such stocks are loaned or borrowed or returned, 
then in that event such return, statement, or sheet, delivered 
to the clearing house, shall be deemed to be the bill, or memo- 
randum of sale or agreement to sell, required under subdivision 
4, Schedule A, Revenue Act of 1918. and such clearing house 
is hereby authorized to affix to such return, statement, or sheet 
the amount of stamps required for each sale or agreement to 
sell or memorandum of sale or delivery or transfer of the 
stock indicated thereon, and to cancel the stamp so affixed. 

(b) The affixing and cancellation of such stamps by the 
clearing house shall be held to be the act of the person making 
such sale or agreement to sell, or memorandum of sale, or 
delivery or transfer of such stock; or if such person and clearing 
house so elect, such person shall affix and cancel such stamps 
before delivering such clearing house sheets or memoranda of 
sales to the clearing house, but such clearing house shall not 
accept such clearing house sheet or memoranda unless stamps 
for all transfer tax required to be affixed are attached thereto 
and properly canceled. 

(c) The returns, statements, or sheets made to the clearing 
house shall in respect of each sale show the date thereof, the 
name of the seller, the name of the buyer, the amount of the 
sale, and the name of the stock, or certificates, or other things 
traded in, but a return for more than one sale may be made 
upon the same return, statement or sheet; and no settlement of 
differences or other dealings between members shall be per- 
mitted that will interfere with the full disclosure of the whole 
transaction. 

(d> Said clearing house shall preserve the returns, state- 
ments, of sheets so made and stamped for at least two years. 

(e) Such return, statement, or sheet to the clearing house 
shall not relieve the seller from making and delivering to the 
buyer the bill or memorandum required by Article 15 of these 
regulations. 

(f) Whenever any clearing house carries upon its sheets or 
records information or reports of transactions showing the 
transfer by one of its members of an account of a customer 
without change of ownership of the securities of the customer, 
there shall be kept by the members of such clearing house or 
body concerned in such transaction a record showing the par- 
ticulars of such transaction. 

ff 2159. Art. 19. Stock transfer stamps. — (a) Ordinary 
documentary stamps with the words "Stock transfer" over- 
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printed thereon, known a9 "Stock transfer stamps/* shall be 
affixed to all sales or agreements to sell, or memoranda- of 
sales, or deliveries of or transfers of legal title to shares or 
certificates of stock or of profits, or of interest in property 
or accumulations of a corporation, joint-stock company, or asso- 
ciation, and all "warrants," rights, and other securities, made 
at exchanges or similar places. 

(b) Ordinary documentary stamps may be affixed to sales, 
agreements to sell, or memoranda of sales not made at ex- 
changes or similar places. 

PART III. 

SALE OF PRODUCTS OR MERCHANDISE AT OR UN- 
DER THE RULES OR USAGES OF EXCHANGES 
FOR FUTURE DELIVERY. 

[See Law, Schedule A-5, page 362, Tax Book, Part II.] 

fl 2160 Art. 20. When tax accrues.— The stamp tax on 
sales of products or merchandise for future delivery accrues 
immediately upon the making of a sale, agreement of sale, or 
agreement to sell, and is in no wise dependent upon the manner 
of delivery of the product. 

1f 2161. Art. 21. Rate of taxation. — The rate of taxation 
is 2 cents on each $100 or fraction thereof of the value of the 
products or merchandise involved in the sale, agreement of 
sale, or agreement to sell. 

1f 2162. Art. 22. Transactions subject to tax. — All sales or 
agreements to sell (except as herein otherwise provided) of 
products or merchandise at or under the rules and usages of 
an exchange for future delivery are subject to the payment 
of tax, and every sale or agreement not evidenced by a memo- 
randum or contract expressly requiring immediate or prompt 
delivery shall be deemed to be for future delivery. In cases 
in which the commissioner is not satisfied from the evidence 
that the transaction is in good faith intended to be followed 
by immediate or prompt delivery, the seller is required to 
pay the tax as on a sale for future delivery. 

fl 2163. Art. 23. Transactions not subject to tax.— (a) So- 
called "transfer or scratch sales" or "pass-outs" are not sub- 
ject to the tax: Provided. That the purchase and sale are made 
at the same exchange, on the same day, at the same price, and 
Cor the account of the same person. 
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(b) Cash sates of products or merchandise for immediate 
or prompt delivery, which are in good faith actually intended 
for "immediate or prompt delivery," as defined in Article 33 
(3) (d) of these regulations, are not subject to tax. 

(c) Transfers of sales, agreements of sale, or agreements 
to sell, to a clearing house by a person selling products or 
merchandise on exchange for future delivery who have paid 
the tax provided by law, are not subject to tax provided such 
transfers do not vest any beneficial interest in the clearing 
house and are made for the sole purpose of enabling the 
clearing house to adjust and balance the accounts of members 
of the exchange and of such clearing house on their contracts. 

H 2164. Art. 24. Inconsistent by-laws, rules or customs of 
exchanges.— No provisions, by-laws, rules, or customs of any 
exchange, board of trade, or similar institution or place of 
business which are inconsistent or in conflict with any require- 
ment or provision of the Revenue Act of 1918, or any regula- 
tions made thereunder, nor any collateral, or additional agree- 
ment, verbal or written, respecting the subject matter of such 
contract or the settlement or fulfillment thereof which is in- 
consistent or in conflict with any requirement of said act or 
regulations, shall exempt any person from the payment of tax 
imposed by subdivision 5 of said act. 

1[ 2165. Art. 25. Memoranda of sales. — (a) Every person 
who makes sales, or agreements of sale, or agreements to sell, 
any products or merchandise at or under the rules or usages 
of any exchange, board of trade, or similar place, for future 
delivery, shall deliver to the buyer bill, memorandum, or other 
evidence of such sale, agreement of sale, or agreement to sell, 
to which there shall be affixed a lawful stamp in value equal 
to the amount of the tax on such sale. 

(b) Such bill, memorandum, or other evidence duly stamped 
shall be kept by the buyer for two years, unless otherwise pre- 
scribed in these regulations. 

(c) No single sale or agreement of sale, or agreement to 
sell, made upon an exchange by one member for another need 
be evidenced by more than one stamped bill, memorandum, or 
agreement. 

» 

ft 2166. Art. 26. Clearing house as agent. — (a) If any per- 
son who makes sales, agreements of sale, or agreements to sell 
any products or merchandise at or under the rules or usages 
of any. exchange, board of trade, or similar place, for future 
delivery, shall in writing appoint the clearing house for the 
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exchange upon which such sales are made, his agent for the 
purposes hereinafter named, such clearing house being approved 
by the commissioner, and shall make a written return or 
sheet of each sale to such clearing house in accordance with 
these regulations, such return or sheet shall be deemed to be 
the bill, memorandum, or other evidence required by these 
regulations to be delivered by the seller to the buyer, and the 
clearing house is hereby authorized to affix to such return or 
sheet the amount of the stamps required for each sale, agree- 
ment of sale, or agreemnt to sell as indicated thereon and 
to cancel the stamps so affixed. 

(b) The affixing and canceling of such stamps by the clear- 
ing house shall be held to be the act of the person making 
such contract of sale. 

(c) If the person making such sale and the clearing house 
so elect, the seller may affix the stamps to the clearing house 
return or sheet and cancel the same before or at the time of 
delivery to the clearing house. The clearing house shall in no 
event accept such bill, memorandum of sale, or clearing house 
return or sheet unless stamps for all the tax required to be 
paid thereon are attached and properly canceled. 

(d) The returns or sheets of sales so made to the clearing 
house shall in respect of each sale, set forth the date, the name 
of the seller, the name of the purchaser, the amount of the 
sale, the matter or things to which it refers, and the tax paid 
thereon, but a return for more than one sale may be made 
on the same paper or sheet. 

(e) The clearing house shall preserve for a period of not 
less than two years, each bill, memorandum or return, or sheet 
made to it by such person. 

(f) Every clearing house shall include in its monthly re- 
turn to the commissioner a statement of the amount of stamps 
so affixed and canceled on the returns or sheets of each person. 

(g) The making of such return by the clearing house 
shall not relieve any person making such sale, or agreement of 
sale, or agreement to sell, from making the monthly return 
of his transactions required by Article 29 of these regulations. 

fl 2167. Art. 27. Records to be kept by buyers and sellers. 
— (a) All person who make sales or agreements of sale of, or 
agreements to sell (including so-called "transferred or scratch" 
sales, "pass outs," "pair offs." "matched trades," or "give ups") 
any products or merchandise at, or under the rules or usages 
of, any exchange for future delivery, or are engaged in the 
business of accepting and transmitting orders for the purchase 
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of such products or merchandise to be executed at, or under 
the rules or usages of any exchange for future delivery, shall 
keep a record showing: 

(1) Date of contract. 

(2) Name of person executing contract (floor broker). 

(3) To whom sold or from whom bought (name and ad- 

dress). 
(4). Whether transaction is a purchase or sale. 

(5) Quantity of product or merchandise involved, whether 

in tons, pounds, bales, bushels, bags, mats, barrels, 
gallons, or whatever other unit of weight or measure 
is used. 

(6) Name of product or merchandise, including (if not a 

basis grade) grade, type, sample, or description. 

(7) Whether contract is a "basis-grade," "deferred accep- 

tance," or whatever kind of contract. 

(8) Price specified per t6n, pound, bale, bushel, bag, mat, 

barrel, gallon, or whatever other unit of weight or 
measure is used. 

(9) Tax paid. 

(10) Customer (name and address). 

(11) Origin of order (whether domestic or foreign). 

(12) Month or time specified in contract for delivery. 

(13) Date of settlement. 

(14) Method of settlement or adjustment. 

(b) Provided, That "floor brokers," or "two-dollar men," 
or "room traders." in lieu of the foregoing record, shall keep 
a record showing: 

(1) Date of transaction. 

(2) Name of person who executed the order, if other than 

the floor broker. 

(3) Name of seller 

(4) Name of buyer. 

(5) Quantity of product or merchandise involved in the 

transaction. 

(6) Name of product or merchandise, including (if not a 

basis-grade contract) grade, type, sample, or descrip- 
tion. 

(7) Whether the contract is a basis-grade contract. 

(8) Price. 

(9) Time specified in contract for delivery. 

(10) Name of persons to whom "given up," "paired off," 
"transferred or scratched," or "passed out." 

(c) Any other transactions than those specified in this, 
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proviso made by "floor brokers," "two-dollar men," or "room 
traders." shall be kept on the first form prescribed in this 
article. 

(d) Persons who use either of such forms may incorporate 
additional columns which may be of use to them, such columns 
to be so placed as not to interfere with the columns and head- 
ings herein prescribed. 

(e) Such record forms will not be supplied by the depart- 
ment. 

(f) The foregoing records shall be legibly written in ink, 
and contracts of sale for future delivery of two or more distinct 
products or merchandise shall be kept separate. Each person 
who executes or makes such contracts of sale shall preserve 
the 'books, bills, memoranda, "sales tickets," or trading cards 
of all transactions, and the purchaser shall preserve the bill, 
memorandum, agreement, or evidence of sale to which the 
stamps are affixed for the period of two years, that they may 
be readily inspected by the revenue officer. 

(g) The form of record required by these regulations shall 
be as follows: 
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1T 2168. Art. 28. Records to be kept by clearing houses. — 

(a) All persons who act in the capacity of a clearing house 
shall keep a record showing: 

(1) Name of person for whom each contract is cleared. 

(2) Date when contract was made. , 

(3) Whether the transaction is a purchase or sale. 

(4) Quantity of product, or merchandise, involved, whether 

in tons, pounds, bales, bushels, bags, mats, barrels, 
gallons, or other unit of weight or measure, as the 
case may be. 

(5) Name of product, or merchandise, including (if not a 

"basis-grade" contract) grade, type, sample, or de- 
scription. 

(6) Whether the contract is a "basis-grade" contract. 

(7) Time specified in contract for delivery. 

(8) Date of settlement. 

(9) Method of actual settlement. 

(b) Records of sales for future delivery of two or more 
distinct products or merchandise must be kept separate. 

(c) The clearing house shall preserve such records for the 
term of two years. 

(d) Such record forms will not be supplied by the depart- 
ment. 

ff 2169. Art. 29. Returns of transactions. — (a) All persons 
who make contracts of sale or purchase of any product or 
merchandise, at or under the rules or usages of any exchange, 
board of trade, or other similar place of business, for future 
delivery, whether such contracts shall be cleared and adjusted 
through a clearing house, or directly between the seller and 
buyer, or otherwise, shall on or before the fifteenth day of 
each month, or at any other time required by the commissioner, 
make a return in writing to the commissioner, for the preced- 
ing month or any other period, verified before some officer 
authorized to administer oaths, showing: 

(1) The number of contracts of sale and purchase of each 

product or merchandise brought forward from the 
preceding month or period. 

(2) The number of contracts of sale and purchase of each 
product or merchandise on each day during the cur- 
rent month or period. 

(3) The months in which the products or merchandise are 

to be delivered. 
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(4) Th« method of settlement of each contract, i. e., 
whether by "actual delivery," "notice," "ring," 



(5) 
(6) 

(7) 

(8) 

(9) 
(10) 
(ID 

(b) 




"direct," "transfer," "scratch sale," "pass out," 

"matched," "pair off," "set-off," "give up," through 

a clearing house or otherwise. 
The tax paid thereon. 
The number of contracts both of purchase and sale 

carried forward at the end of the month or period. 
The amount of stamps on hand at beginning of month 

or period. • 
The amount of stamps purchased during month or 

period. 
The amount of stamps used during month or period. 
Balance of stamps on hand at end of month or period. 
The origin of the order or the contracts, whether 

domestic or foreign. 

Provided, that "floor brokers," or "two-dollar men," 
or "room traders" may omit from their returns information 
called for under paragraphs marked (1), (6), and (11). But 
in the event such "floor brokers," "two-dollar men," or "room 
traders" shall make or settle transactions in any other way 
than by "transferred or scratch sales," "give ups," or "pass 
outs," they shall make the full returns prescribed in this 
article, 

(c) Such returns shall be made upon forms to be furnished, 
upon application, by the collector of internal revenue, of the 
district in which the exchange, board of trade, or other similar 
place is located. 

fl 2170. Art. 30. Returns by clearing houses. — (a) Every 
clearing house shall on or before the fifteenth day of each 
month, and at such other times as required by the commis- 
sioner, make return in writing, under oath, to the commissioner, 
for the preceding month or other period, showing: 

(1) The number of open contracts "long" and "short" 
brought forward for each member from the preced- 
ing month. 

The number of contracts bought and sold by each 
member of the association. 

The number of tons, pounds, bales, bushels, bags, mats, 
barrels, or gallons, or other units of weight or meas- 
ure involved in such contracts, as the case may be. 

The month in which such product, merchandise, or 
commodity is to be delivered. 
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(2) 
(3) 

(4) 



(5) The method of settlement of said contracts, 1. e., 
whether by "set-off." "notice," or "delivery," or by 
what method. 
' (6) Total tax paid by each member of the exchange. 
(7) The number of open contracts "long" and "short" car- 
ried forward for each member to the following month, 
(b) Such returns shall be made upon forms to be furnished, 
upon application, by the collector of internal revenue of the 
district in which the clearing house is situated. 

fl 2171. Art. 31. Stamps may be affixed to returns. — (a) If 

any exchange shall by proper resolution request the commis- 
sioner to permit the members of such exchange to affix the 
requisite amount of stamps on the returns made by such mem- 
bers to the commissioner of all transactions made by such 
member at such exchange and cancel such stamps, and shall 
file with the commissioner a copy of the charter and by-laws 
of such exchange accompanied with a list of the names and 
addresses of the officers and members of such exchange, desig- 
nating those of such members who are active and those who 
are inactive on the exchange, then upon approval of such reso- 
lution by the commissioner, instead of affixing the stamps to the 
bill or memorandum of sale as now required, it shall be lawful 
for the members of such exchange to affix the amount of stamps 
on such returns as shall represent the aggregate amount of 
tax due on all sales, agreements of sale, or agreements to sell, 
made by such member during the preceding month or other 
period designated by the commissioner, and such stamps shall 
be canceled by such member in the manner prescribed in these 
regulations. 

(b) Such returns, duly stamped, shall be filed and pre- 
served for two years. 

(c) The stamping and filing of such returns shall not in 
any way relieve the members of such exchange from making 
and delivering to the buyer the memorandum or bill of sale 
prescribed by law and these regulations, nor the buyer from 
the necessity of preserving the same for the term of two years. 

1J2172. Art. 32. Future delivery stamps,— The stamps to 
be used on sales, agreements of sale, or agreements to selh 
products or merchandise at or under the rules or usages of 
any exchange, board of trade, or other similar place, for fu- 
ture delivery, shall be the ordinary documentary stamps with 
the words "Future delivery" overprinted thereof and they shall 
be known as "Future delivery stamps." 
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PART IV. 

DEFINITIONS AND GENERAL PROVISIONS 

[See Law, Section 1, Page 242, Tax Book, Part II.] ' 

fl 2173. Art. 33. Further definitions. — When used in these 
regulations: 

(a) The term "person" includes the plural as well as the 
singular, also individuals, partnerships, joint-stock companies, 
associations, and corporations, except when from the context 
it is plain that a different meaning is intended; 

(b) The term "issue" includes not only actual delivery of, 
but also acceptance of subscriptions to shares or certificates of 
stock, or of profits or of interest in property or accumulations 
in any corporation, joint-stock company, or association; 

(c) The term "reorganization" means a business arrange- 
ment whereby the stock and bonds of a corporation are re- 
adjusted as to amount, income or priority, or the issue of one 
kind of stock is substituted for the use of another kind, or the 
property is sold to a new corporation for new stock and bonds, 
or is sold by foreclosure of a mortgage upon it to a purchaser 
who buys for himself and his associates, and includes the various 
proceedings and transactions by which succession of corpora- 
tions is brought about, and also the proceedings by which 
existing corporations are continued under a different organiza- 
tion without the creation of a new corporation; 

(d) The term "broker" includes not only the persons de- 
fined as brokers in the Revenue Act of 1916, but also persons 
defined as commission merchants and commercial brokers un- 
der the Revenue Act of 1914, except those persons classed 
as commercial brokers under the Revenue Act of 1914 whose 
business it is to negotiate freight and other business for the 
owners of vessels or for shippers or consignors or consignees 
of freight carried by vessels, who, in the Revenue Act of 1918, 
are classed as ship brokers; 

(e) The act, omission or failure of any official, agent, or 
other person or corporation, employed by any person, part- 
nership, company, association, or corporation, within the scope 
of his employment or office, shall in every case be deemed 
also the act, omission, or failure of such person, partnership, 
company, association, or corporation. 

(2) As used in Parts I and II of these regulations: 
(a) The term "sale" or "transfer" includes sales, agree- 
ments to sell, memoranda of sales, or deliveries or transfers of 
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legal title to shares or certificates of stock, except as other- 
wise specifically provided in th«se regulations; 

(b) The term "agreement to sell" includes options, calls 
in "puts and calls," offers, indemnities and privileges, and con- 
tracts, either in writing or by parol, to sell on the deferred 
or partial payment plan; 

(c) The term "share of stock" includes shares and certifi- 
cates for shares of stock representing interest in corporations, 
joint-stock companies or associations, or' interest in profits or 
in property or in accumulations in a corporation, and certificates 
for shares or interest in shares "if, as and when used," and 
rights to subscribe for stock or interest in profits or in prop- 
erty or in accumulations, in any corporation; 

(d) The term "exchange" includes each and every agency, 
office, room, or other place of assembly whether under shelter 
or in the open, at which stock, rights, warrants, interest in prop- 
erty, or in profits, or in accumulations, by corporations, are 
publicly bought, sold, bid for, offered for exchange between 
persons there assembled, or in behalf of themselves or others; 

(e) The term "clearing house" includes every corporation 
or association, whether incorporated or not, of individuals, part- 
nerships or corporations wholly or partly engaged in the busi- 
ness of clearing, settling, or adjusting transactions in the pur- 
chase, sale, receipt, or delivery of shares of stock, whether 
or not the same be a part or department of an exchange or 
an independent body. 

(3) As used in Part III of these regulations: 

(a) The term "sale" or "contract of sale" includes all sales, 
or agreements of sale, or agreements to sell, including so- 
called transfers or "scratch sales"; 

(b) The term "agreement of sale," or "agreement to sell," 
includes options, calls in "puts and calls," offers, indemnities, 
and privileges; 

(c) The term "transferred or scratch sale" includes "pass- 
outs" or those transactions in which a person buys from an- 
other a certain quantity of any product, at a certain price, and 
at the same session of an exchange, sells to a third person the 
same quantity of the same product at the same price, and 
eliminates himself by instructing the person from whom he 
bought to deliver such product to the person to whom he sold; 
but no transaction in which a broker or a commission member 
of an exchange receives a commission greater than that charged 
to a person who executes his own contracts shall be deemed 
to be a "transfer" or a "scratch sale"; 
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(d) The term "immediate or prompt delivery" means de- 
livery at once or as soon as practical, and in any event within 
twenty days of the date of the sale, or agreement of sale, or 
agreement to sell; 

(e) The term "exchange" except where it is plain from the 
context that a different meaning is intended, includes each 
and every agency, board of trade, bourse, auction place, or 
other meeting place, whether under shelter or in the open, 
at which products or merchandise are publicly bought, sold, 
bid for, offered, or exchanged, for future . delivery, or contracts 
for such future delivery are made, either between members of 
such exchange, or between members and nonmembers, patrons 
and the public; and includes places at which there is only 
one manager or firm, who controls all the sales arid purchases 
at that particular place, or where no actual delivery of the 
products or merchandise is contemplated, and all incorporated 
and unincorporated associations of individuals, partnerships, 
and corporations engaged in the business of publicly selling, 
buying, or exchanging products or merchandise for future de- 
livery; 

(f) The term "at an exchange" means near to or at close 
proximity to or in the immediate vicinity of an exchange, as 
well as on the floor of an exchange: 

(g) The term "clearing house" includes each and every 
person, corporation, association, or committee engaged in the 
business of clearing, settling, and adjusting transactions in the 
purchase, sale, or delivery of products or merchandise, whether 
such clearing house be a part or department of an exchange 
or an independent body. 

U 2174. Art. 34. Registration. — (a) Every person engaged, 
in whole or in part, in any of the following businesses or ac- 
tivities shall file a statement for registration with the collector 
of internal revenue of the district in which his principal office 
or place of business is located: 

(1) Persons engaged in negotiating, making, or recording 
sales, agreements to sell, deliveries or transfers of shares or 
certificates of stock, or rights, or warrants, or certificates of 
beneficial interest in profits, property, or accumulations of a 
corporation. 

(2) Persons conducting or transacting a stock brokerage 
business. 

(3) Persons accepting or procuring the transmission of 
orders for the purchase or sale or transfer of stocks, rights, 
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warrants, certificates of beneficial interest, or interests in prop- 
erty, profits, or dividends, to be executed at a stock brokerage 
office or an exchange or similar place. 

(4) Persons engaged in the business of transferring stock 
other than their own. 

(5) Persons engaged in making sales or agreements of 
sale of, or agreements to sell, any products or merchandise at, 
or under the rules or usages of, any exchange, for future de- 
livery; or engaged in the business of accepting or procuring 
the transmission of orders for such contracts of sale to be 
executed at an exchange, or under the rules or usages of an 
exchange, for future delivery. 

(6) Persons engaged in conducting an exchange or clear- 
ing house or clearing association for the clearing, adjusting, 
and settling transactions made on exchanges or similar places: 
Provided, That in case the person conducting such an exchange 
has a department connected therewith engaged in clearing, 
adjusting, and settling the transactions made on such exchange, 
he shall so state and shall give the names and addresses of the 
superintendent and secretary of each such clearing house divi- 
sion or committee. 

(b) If the person required to file a statement for registra- 
tion is also a member of an exchange; a seat on which is worth 
$2,000 or more, he shall state the average value of such seat 
for the year ending June 30 immediately preceding his regi- 
stration. 

(c) In the case of a partnership of which two or more 
members are members of exchanges, the names of such mem- 
bers and of each exchange in which memberships are held 
shall be stated, together with the price of a seat on each 
exchange. 

(d) The statement above required shall be verified on oath 
by the person required to make such statement, or by the 
president or secretary of a corporation, association, or clearing 
house, and shall set forth specifically the character of the 
business to be conducted and the full name and address of 
each person or member of a partnership engaged in such 
business: Provided, That in the case of a corporation or as- 
sociation, the statement for registration shall set forth the date 
and place of incorporation and the principal office or place of 
business both within and without the State where incorporated, 
and the names and addresses of the chief officer and secretary 
of such corporation, and be accompanied with a list of the 
members and their addresses. 
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(e) Each exchange or clearing house shall also file with 
such collector a copy of its constitution, charter, or agreement 
of association and by-laws, rules and regulations, and all 
amendments thereto as the same may from time to time be 
adopted, and the names and addresses of new members as 
from time to time admitted to membership. 

(f) If the person or corporation required to file such state- 
ment has been licensed under the laws of any State or under 
any other provision of Federal law the date and place at which 
such license was issued shall be stated. 

(g) In case a person registered as required by these regu- 
lations shall suspend or close his business before the end of 
the year for which he is registered, he shall file in the office 
of the collector of internal revenue in which he is registered 
a certificate to that effect, giving the date on which he sus- 
pended or closed his business. 

(h) Such statement for registration shall be made on a 
form to be furnished upon application to the collector of in- 
ternal revenue. 

If 2175. Art. 35. Record of registration kept by collector.— 
fa) Every collector shall file and preserve each statement for 
registration* filed with him in accordance with these regulations, 
and shall issue to each person, partnership, exchange, clear- 
ing house, or corporation a certificate of registration, showing 
the date of issue, the name of the person, or exchange, clear- 
ing houae, or corporation, conducting the business, the nature 
of the business for which the license is granted, and the date 
of expiration of said registry, which certificate of registration 
shall be signed by the collector, and shall be posted in some 
prominent place in the office of said person, partnership, ex- 
change, clearing house, or corporation during the period for 
which it is issued. 

(b) If such business is conducted at more than one place, 
a certificate shall be posted in each place of business. 

BROKERS 

[See Law, Sec. 1001 (1), page 347, Tax Book. Part II.] 

If 2176. Art. 36. Brokers. — (a)The special tax paid by a 
firm or corporation as broker, covers individual members of 
the firm or corporation, as long as such members are trading 
solely for the benefit of the firm or corporation. 

(b) A broker who owns a single seat only in one exchange 
is required to pay the special tax of $50 per year and in addi- 
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tion a tax at the rate of $100 or $150 per year, according to 
the value of the seat in the exchange or organization of which 
he is a member. 

(c) If a broker owns a seat in more than one exchange, 
the additional tax which he is required to pay is the sum of the 
taxes upon all the seats owned by him. 

(d) If a broker owns more than one seat in the same 
exchange, he is subject to the additional tax only upon the 
value of a single seat. 

(e) If a partnership or corporation owns a number of 
seats in the same exchange, but holds such seats in the name 
of the individual members of the partnership or corporation 
who transact business solely for the benefit of the partnership 
or corporation, the tax on the ownership of such seats or 
memberships in such exchange shall not apply to each individual 
in the partnership or corporation, but only to one seat for 
one membership. 

(f) Where the possession of shares of stock is a pre- 
requisite to membership in an exchange, the lessee of a share 
of stock in such exchange is liable for the additional tax im- 
posed by subdivision 1 of section 1001. 

AFFIXING AND CANCELLATION OF STAMPS 

[See Law, Sees. 1004 and 1005 (a), page 359, Tax Book, 
Part II.] 

H 2177. Art. 37. Affixing and cancellation of stamps. — (a) 

In the case of the issue of shares of stock, whether on organ- 
ization or reorganization, the stamps representing the tax shall 
be affixed to the stock books and not to the certificates issued. 

(b) In the case of a sale before certificates are issued, 
where the evidence of transfer is shown only by the books 
of the corporation, the stamps shall be placed on such books. 

(c) In case the change of ownership is effected by transfer 
or delivery of the certificate, i. e., where the name of the 
transferee is inserted in the indorsement or power of attorney 
on the back of the certificate, the stamp shall be affixed to such 
certificate and canceled by the person making the sale. 

(d) In case of agreement to sell, or where the transfer is 
by delivery of the certificate assigned in blank, the stamp shall 
be affixed to the bill, memorandum, or agreement to sell, and 
canceled by the seller. 

(e) In no event shall any transfer agent or corporation 
accept or transfer any shares of stock or certificates unless 
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stamps for all transfer tax required thereon have been properly 
affixed either to the certificates of stock or memoranda of sale. 
as the case may be, and duly canceled. 

. (f) The person using or affixing the stamp shall write or 
stamp thereon, in ink, his initials and the day, month, and 
year on which the same shall be affixed, or shall, by cutting 
or canceling with a machine or punch, affix his initials and 
the date as aforesaid, and so deface such stamp as to render 
it unfit for use. In addition to the foregoing, stamps of the 
value of 10 cents or more shall have three parallel incisions 
made with some sharp instrument lengthwise through the 
stamp after the same has been attached to the certificate, or 
bill, or memorandum, or other evidence of sale or transfer: 
Provided, That this shall not be required where stamps are 
canceled by perforation: And provided further, That the can- 
cellation by either method shall not so deface the stamp as 
to prevent its denomination and genuineness from being readily 
determined. 

PART V. 

ADMINISTRATIVE 

[See Law, Sec. 1105 (c), 1305 and 1317 (Sec. 3172 and 3176), 
pages 359, 371, 378 and 379 respectively, Tax Book, Part II.] 

fl 2178. Art. 38. Failure to make returns; substitute re- 
turns.— (a) If any person or clearing house required to make 
returns by this Act or the regulations thereunder shall fail 
or refuse to make any such return within the time prescribed 
by these regulations or designated by the commissioner, then 
the same shall be made by an internal-revenue officer upon the 
inspection of the books of the person or clearing house so 
required, but the making of such return by an internal revenue 
officer shall not relieve the person or clearing house from any 
default or penalty incurred by reason of failure to make such 
return. 

(b) Any officer designated* by the commissioner shall have 
authority to examine the books, papers, and records kept pur- 
suant to these regulations, and may require the production 
of any books, records, papers, or statements pf account neces- 
sary to determine any liability to the tax imposed by this Act 
or the observance of the provisions of the regulations made, 
in accordance therewith. 
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SALE OF STAMPS 

[See Law, Sec. 1107, page 360, Tax Book. Part II.] 

1f 2179. Art. 39. Sale of stamps. — (a) No person other than 
a collector of internal revenue or duly authorized deputy col- 
lector of internal revenue, assistant treasurer, or designated 
United States depositary shall sell or expose for sale, give 
away, traffi'c in, trade, barter, lend, borrow, or exchange any 
stamps issued pursuant to these regulations: Provided, That 
any person or corporation which has been duly appointed and 
constituted and is acting agent of any State for the sale of 
stock transfer stamps of such State, may upon giving bond 
in a sum to be fixed by the commissioner, sell United States 
stamps issued pursuant to these regulations when approved 
and authorized by the commissioner. 

(b) No person shall buy, receive, or have in his possession, 
or under his control, any stamps issued pursuant to these regu- 
lations, unless such stamps have been purchased directly from 
the collector of internal revenue, or duly authorized deputy 
collector of internal revenue, assistant treasurer, United States 
designated depositary, or a designated agent for the sale 
of State stock transfer stamps, authorized by the commissioner, 
in the district in whkh the stamps are to be used. 

(c) All requisitions for stamps to be used under these 
regulations shall be made in writing, on a form prescribed by 
the commissioner, to the collector of internal revenue or duly 
authorized deputy collector of internal revenue, assistant treas- 
urer, or designated United States depositary, or State agent 
authorized by the commissioner, in the internal-revenue dis- 
trict in which the stamps are to be used, giving the date thereof, 
the number and denomination of stamps applied for, and the 
name and address of the purchaser, and shall be signed in 
ink by the person receiving such stamps. 

(d) If the requisition for such stamps shall be made to 
any assistant treasurer or United States designated depositary 
or duly authorized State agent for sale of State stock transfer 
stamps, such assistant treasurer^ or United States designated 
depositary, or duly authorized State agent shall keep a record 
thereof, and at the end of each month shall file with the col- 
lector of internal revenue of the district a statement setting 
forth the number, denomination, and amount of all stamps 
on hand at the beginning of each month, the number, denom- 
ination, and amount sold during the month, and the number, 
denomination, and amount on hand at the end of the month, 
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accompanied with the requisitions filed by each purchaser, 
and on or before, the fifteenth day of each month shall pay over 
to such collector of internal revenue all money received from 
gales of such stamps for the preceding month, taking his receipt 
therefor. 

(e) The collector of internal revenue shall keep the re- 
quisitions for stamps sold by him and those sold by such as- 
sistant treasurer, designated United States depositary, or au- 
thorized State agent separate and apart from all other requisi- 
tions for stamps, and shall preserve them in his office for a 
period of two years. 

FINES AND PENALTIES 

[See Law. Sec. 1102 (a) (d), 1103, and Schedule 5, pages 
357, 358 and 363 respectively, Tax Book, Part II.] 

fl 2180. Art. 40. Sections of the Revised Statutes applic- 
able.— The provisions of the internal-revenue laws of the United 
States, so far as applicable, including sections 3173, 3174, 3175, 
and 3176 of the Revised Statutes as amended, are applicable 
to the Revenue Act of 1918. 

DATE? EFFECTIVE 

[See Law, Sec. 1100, page 357, Tax Book, Part II. ] 

ff 2181. Art. 41. Date effective. — (a) Certificates of shares 
of stock, or of profits, or of 'interest in property or accumula- 
tions in any corporation, issued or sold or delivered on or after 
December 1, 1917, and prior to April 1, 1919, are subject to tax 
under the Revenue Act of 1917. 

(b) Certificates of shares of stock, or of profits, or of in- 
terest in property or accumulations in any corporation, issued, 
sold, or delivered on or after April 1, 1919, are subject to tax 
under the Revenue Act of 1918. 

AUTHORITY FOR REGULATIONS 

[Same as Article 28 of Reg. 51, IT 1449 of Sup. 15.] 

DANIEL C. ROPER, 
Commissioner of Internal Revenue. 

Approved September 30, 1919, 

CARTER GLASS, 

Secretary of the Treasury. 
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fl 2182. T. D. 2929. Modification of Article 163, Regula- 
tions No. 45 (If 600) — Depreciation of intangible property.— 

Articles 163, Regulations No. 45 (ft 600) is modified to read 
as follows by eliminating therefrom the last sentence reading, 
"There can be no such allowance in respect of good will, trade 
names, trade marks, trade brands, secret formulae or processes." 

Art. 163. Depreciation of intangible property. — Intangibles, 
the use of which in the trade or business is definitely limited 
in duration, may be the subject of a depreciation allowance. 
Examples are patents and copyrights, licenses and franchises. 
Intangibles, the use of which in the business or trade is not 
so limited, will not usually be a proper subject of such an 
allowance. If, however, an intangible asset acquired through 
capital outlay is known from experience to be of value in the 
business for only a limited period, the length of which can 
be estimated from experience with reasonable certainty, such 
intangible asset may be the subject of a depreciation allowance, 
provided the facts are fully shown in the return or prior thereto 
to the satisfaction of the commissioner. [T. D. 2929, approved 
October 7, 1919.] 

The effect of the modification is to allow depreciation of 
those intangible assets listed in the sentence which has been 
eliminated, provided that such depreciation can be proven to 
the satisfaction of the commissioner to have occurred in accord- 
ance with the amended article in this treasury decision. 

1T 2183. T. D. 2931. Amendment of Article 845, Regulations 
No. 45 fl[ 857)— 

The final edition of Regulations No. 45 is amended by in- 
serting immediately after Article 845 (fl 857) a paragraph to be 
known as Article 845 (a), as follows: 

"Art. 845 (a). Surplus and undivided profits; reserve for 
1918 income and excess profits taxes of corporations having a 
fiscal year. — In the case of corporations having a fiscal year, 
the Federal income and profits taxes for the taxable year 1918 
shall, for the purpose of computing invested capital for the 
taxable year 1919 be deemed to become due and payable as 
follows: (a) As to such amounts as became due and payable 
prior to February 25, 1919, under the provisions of Section 
14 (a), Revenue Act of 1916, such law shall govern; (b) In all 
other respects the provisions of Section 250 of the Revenue Act 
of 1918 (page 279, Tax Book, Part II.) shall govern except that 
the instalments which would become due prior to February 25, 
1919, shall be deemed to become due and payable on that date; 
(c) Any amounts which became due and payable under said 

966 (Prentice-Hall Tax Service) 







Section 14 (a) prior to February 25th shall, so far as possible, 
be deemed to cancel the earlier instalments payable under said 
Section 250. For example, a corporation whose fiscal year ended 
August 31, 1918, is assessed a total income and profits tax under 
the 1917 law of $250,000 and an additional tax under the 1918 
law of $110,000. The total tax of $360,000 would for the purpose 
of computing invested capital, be deemed to become due and 
payable as follows: February 15, 1919, $250,000; May 15, 1919, 
$20,000; August 15, 1919, $90,000. If, assuming the same taxes, 
the fiscal year ended September 30 1918, the total tax would 
for the purpose of computing invested capital, be deemed to 
become due and payable as follows: February 25, 1919, $90,000; 
March 15, 1919, $90,000; June 15, 1919, $90,000; September 15,^ 
1919, $90,000. The provisions of this article apply solely for 
the purpose of computing invested capital and do not affect the 
provisions of T. D. 2797 in regard to the time and manner of 
paying taxes where corporations have filed returns for fiscal 
years ending in 1918." [T. D. 2931, approved October 7, 1919.] 

tT 2184. T. D. 2930. Fire engines not subject to tax under 
Section 900 of the Revenue Act of 1918. — 

Article 11 of Regulations No. 47 (fl 1136) is hereby amended 
to read as follows: 

"Art. 11. Automobiles: Scope of tax. — An automobile (as 
well as an automobile truck or automobile wagon) is a self- 
propelling vehicle designed primarily for the transportation in 
or upon it of persons or property. Motor-driven machines 
for pulling a vehicle around factories and railway stations 
and motor-driven machine-gun carriages are not taxable. An 
automobile hearse and a pallbearers' coach are taxable under 
Subdivision 2. A self-propelled fire engine, if designed to carry 
only such persons as are necessary to drive it and to operate 
the pumping engine, is not taxable. If, however, it is especially 
designed to carry firemen, not employed in or about the driving 
of the machine or in operating the pumping engine, it is taxable 
as an automobile. Automobile trucks equipped as hook and 
ladder trucks, and hose carts for the use of firemen, are like- 
wise taxable. A usable, substantially completed automobile or 
automobile truck produced by assembling new parts of trucks 
or cars is subject to tax, but a rebuilt car is not subject to tax 
as such, although the new parts thereof are subject to tax when 
sold by the manufacturer, even though assembled into a car. 
Automobiles which have been sold by the manufacturer are not 
taxable when sold again. Where, however, a manufacturer sells 
again an automobile which he has once sold and vhich has 
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been returned to him and the first sale rescinded, the tax at- 
taches on the second sale. A tractor is not taxable." [T. D. 
293/>, approved October 7, 1919.1 

If 2185. T. D. 2932. Opinion of the Attorney General as to 
the liability of a manufacturer to tax upon sales of bottled fruit 
juices under the Revenue Acts of 1917 and 1918 and amendment 
of Regulations No. 52. — 

Under date of August 21, 1919, the Attorney General ren- 
dered an opinion upon the question of the scope, meaning, and 
application of Section 313 of the Act of October 3, 1917, and 
Section 628 of the Act of February 24, 1919. 

. Section 313 of the Act of October 3, 1917, provides: 

"That there shall be levied, assessed, collected, and paid — 

(a) Upon all prepared sirups or extracts (intended for use 
in the manufacture or production of beverages, commonly 
known as soft drinks, by soda fountains, bottling establish 
ments, and other similar places) sold by the manufacturer 
producer, or importer thereof, if so sold for not more than 
$1.30 per gallon, a tax of 5 cents per gallon; if so sold for more 
than $1.30 and not more than $2 per gallon, a tax of 8 cents 
per gallon; if so sold for more than $2 and not more than $3 
per gallon, a tax of 10 cents per gallon; if so sold for more 
than $3 and not more than $4 per gallon, a tax of 15 cents per 
gallon; and if so sold for more than $4 per gallon, a tax of 
20 cents per gallon; and 

(b) Upon all unfermented v grape juice, soft drinks, or arti- 
ficial mineral waters (not carbonated), and fermented liquors 
containing less than one-half per centum of alcohol, sold by 
the manufacturer, producer, or importer thereof, in bottles or 
other closed containers, and upon all ginger ale, root beer, 
sarsaparilla, pop, and other carbonated waters or beverages, 
manufactured and sold by the manufacturer, producer, or im- 
porter of the carbonic acid gas used in carbonating the same, 

a tax of 1 cent per gallon; and 

(c) Upon all natural mineral waters or table waters, sold 
by the producer, bottler, or importer thereof, in bottles or other 
closed containers, at over 10 cents per gallon, a tax of 1 cent 
per gallon." 

Section 628 of the Act of February 24, 1919, provides: 
"That there shall be levied, assessed, collected, and paid in 

lieu of the tax imposed by Sections 313 and 315 of the Revenue 

Act of 1917 — 

968 (Prentice-Hall Tax Service) 






** 



(a) Upon all beverages derived wholly or in part from 
cereals or substitutes therefor, and containing less than one- 
half of one per centum of alcohol, sold by the manufacturer, 
producer, or importer, in bottles or other closed containers, 
a tax equivalent to 15 per centum of the price for which so 
sold; and upon all unfermented grape juice, ginger ale, root 
beer, sarsaparilla, pop, artificial mineral waters (carbonated or 
not carbonated), other carbonated waters or beverages, and 
other soft drinks, sold by the manufacturer, producer, or im- 
porter, in bottles or other closed containers, a tax equivalent 
to 10 per centum of the price for which so sold; and 

(b) Upon all natural mineral waters or table waters, sold 
by the producer, bottler, of importer thereof, in bottles or 
other closed containers, at over 10 cents per gallon, a tax of 
2 cents per gallon." 

The questions asked of the Attorney General were: 

(1) Does the tax imposed by these sections apply to 
bottled non-carbonated fruit juices, somewhat concentrated, 
recommended by tlje manufacturer for beverage use without 
addition of water? 

(2) Does the tax imposed by these sections include bottled 
non-carbonated fruit juices, other than grape juice, recom- 
mended by the manufacturer for beverage use in a diluted 
form? 

In the course of his opinion the Attorney General states 
that it would scarcely be denied that the term "soft drink" as 
used in the taxing acts "would include any beverage, such as 
is commonly sold at soda fountains into which fruit juices 
enter as an ingredient for the purpose of giving either flavoring 
or color, and I can entertain no doubt that a beverage whose 
chief or even sole ingredient is fruit juice, is equally included 
within the term. * * * I do not mean to be understood as 
saying that the fact that the manufacturer recommends or does 
not recommend his bottled product for use undiluted, as a 
beverage, is necessarily controlling. I think the real question 
is whether it is in that form fit for use as a beverage, and is 
so used. If it is commonly used as a beverage, either diluted 
or undiluted, according to the taste of the drinker, it is, in my 
judgment, subject to the tax." His conclusions were as follows: 

1. The tax imposed by both the Act of 1917 and that of 1918 
applies to bottled non-carbonated fruit juices, although some- 
what concentrated, if as bottled, they are reasonably suitable 
for use as beverages and are so used without the addition of 
water. 
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2. Such bottled fruit juices, when reasonably suitable for 
beverage purposes and so used only in a diluted form, are not 
of themselves soft drinks and are not subject to the tax im- 
posed on such drinks, either by the Act of 1917 or that of 1918. 

3. A preparation of fruit juice and sugar, which is not rea- 
sonably suitable for beverage purposes and is not so used, but 
which is used to produce a palatable beverage by being mixed 
or diluted with water by soda fountains, bottling establishments 
and other similar places, is a prepared sirup within the meaning 
of Section 313 (a), and was, while that Act was in force, subject 
to the tax levied upon such sirup. 

4. Such a preparation is not subject to tax under the Act 
of February 24. 1919. since that Act omitted the tax upon pre- 
pared sirups. 

Article 4 of Regulations No. 52 is hereby amended to read 
as follows: 

Art. 4. Who is a manufacturer. — The person who prepares 
or produces a liquid in a form suitable for consumption as a 
beverage is a manufacturer. If an article is sold before it has 
assumed such form or reached such stage of manufacture the 
vendor is not considered a manufacturer. Thus, sirups and 
extracts which require further process of manufacture before 
becoming suitable for use as a beverage are not taxable, but 
the tax is on the sale by the person subjecting them to the 
process of manufacture which results in the production of a 
liquid suitable for consumption as a beverage. Unfermented fruit 
juces other than grape juice put up in bottles or other closed con- 
tainers in a form which is fit for use as a beverage and which is 
commonly so used, whether diluted or undiluted, according to the 
taste of the drinker, are subject to the tax. All unfermented grape 
juice sold in bottles or other closed containers is subject to the tax. 
A person who is employed to make a beverage and receives for 
it the cost of materials and labor plus a specified profit shall be 
considered a manufacturing agent and the person who procures 
the preparation of the beverage for purposes of sale will be con- 
sidered the manufacturer. [T. D. 2932, approved Ootobr 7, 1919.] 

fl 2186. Bureau of Internal Revenue to investigate methods 
of inventorying used by merchants and manufacturers. — A 
special drive to locate merchants and manufacturers who have 
followed erroneous methods in making their inventories for the 
taxable years 1917 and 1918 — such methods tending to reduce 
tax liability — is about to be made by the Bureau of Internal 
Revenue, it was announced today. 

Jn cases of voluntary disclosures before investigation of 
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failure to make proper return and payment, the policy of the 
Bureau, it was stated, will be to forego penalties except where 
there is intentional evasion of the tax. Where discovery is 
made by Government officers heavy penalties will apply. 

In some cases inventories have been found to have been 
taken on the basis of average costs, though it was possible to 
identify the articles remaining on hand at the inventory period, 
and so determine their exact cost. In others, because of con- 
servative accounting methods, flat percentages have been de- 
ducted after determining inventory values. Others use a fixed 
average, based upon costs of prior years, or fail to include all 
merchandise to which they have title in their inventory. 

All of these methods, which have the effect of reducing tax 
liability, are contrary to the regulations of the bureau, and are 
illustrative, it was said, of numerous irregularities which have 
been found. 

A warning issued by the bureau advises taxpayers who have 
followed such methods to file correct returns without notice 
and without investigation. Some taxpayers have voluntarily 
notified the bureau of the employment of incorrect methods, 
and are filing amended returns. It is only fair to these tax- 
payers, the bureau states, that their competitors who have 
made similar errors should be located. [Announcement by 
Bureau of Internal Revenue, dated October 10, 1919.] 

H 2187. T. D. 2933. Transfer tax of New York not deduct- 
ible in computing net income under the Law of October 3, 
1913. 
Income Tax — Decision of the United States District Court. 

1. The tax imposed by the laws of New York upon the 
transfer of property by will or under the intestate laws 
is not deductible in ascertaining the taxable net income 
of the legatee or distributee under the act of October 3, 
1913. It is not a "tax," within the meaning of the provi- 
sion permitting the deduction of "all national, State, 
county, school, and municipal taxes paid within the year." 
(Sec. II., par. B.) 

2. A tax upon the right to receive an interest in the estate 
of a decedent is not a charge either against the person 
receiving the interest or the property or right accruing 
to him. The legatee or distributee merely receives the 
balance due after payment of the tax. He does not 
receive the entire interest, and then pay the tax; and he 
is consequently not entitled to deduct the amount as a 
tax paid by him. 
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This decision of the United States District Court for the 
Southern District of New York in the case of Elizabeth S. 
Prentiss v. Mark Eisner, Collector of Internal Revenue, is 
published for the information of internal revenue officers and 
others concerned. The decision confirms and supports the rul- 
ing contained in Article 134 of Regulations No. 45 (ft 588). 
[T. D. 2933, approved October 9, 1919.] 
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fl 2188. T. D. 2937. Deductibility of taxes for local benefits.— 

Article 133 of Regulations 45 (H 587) is hereby amended to 
read as follows: 

"Article 133. Taxes for local benefits. — So-called taxes, 
more properly assessments, paid for local benefits, such as 
street, sidewalk and other like improvements, imposed be- 
cause of and measured by some benefit inuring directly to 
the property against which the assessment is levied, do not 
constitute an allowable deduction from gross income. A tax 
is considered assessed against local benefits when the prop- 
erty subject to the tax is limited to the property benefited. 
Special assessments are not deductible, even though an inci- 
dental benefit may inure to the public welfare. The taxes 
deductible are those levied for the general public welfare 
by the proper taxing authorities at a like rate against all 
property in the territory over which such authorities have 
jurisdiction. Assessments under the statutes of California 
relating to irrigation and of Iowa relating to drainage, and 
under certain statutes of Tennessee relating to levees, are . 
limited to property benefited, and when it is clear that the 
assessments are so limited, the amounts paid thereunder are 
not deductible as taxes. When assessments are made for the 
purpose of maintenance or repair of local benefits, the tax- 
payer may deduct the assessments paid as an expense in- 
curred in business, if the payment of such assessments is 
necessary to the conduct of his business. When the assess- 
ments are made for the purpose of constructing local bene- 
fits, the payments by the taxpayer are in the nature of 
capital expenditures and are not deductible. Where assess- 
ments are made for the purpose of both construction and 
maintenance or repairs, the burden is on the taxpayer to 
show the allocation of the amounts assessed to the different 
purposes. If the allocation can not be made, none of the 
amounts so paid is deductible." [T.D. 2937, approved Oc- 
tober 16, 1919,] 

fl 2189. T.D. 2935. Amending Article 443 (If 738) of Reg. 45, 
Failure to file final returns when tentative returns have been 
filed.— 

Section 1309 of the Revenue Act of 1918 (approved February 
24, 1919) provides in part as follows: 

"That the Commissioner, with the approval of the Sec- ,jm^ 
retary, is hereby authorized to make all needful rules and ^jP 
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regulations for the enforcement of the provisions of this 
Act." 

In pursuance of the foregoing provision of law. Article 443 
of Regulations 45 (11738) is hereby amended to read as follows: 

"Article 443. Extension of time by collector. — It is im- 
portant that the taxpayer render before the return due date 
a return as complete and final as it is possible for him to 
prepare. However, in case of sickness or absence collectors 
are authorized to grant an extension of not exceeding thirty 
days, where in their judgment such further time is actually 
required for the making of an accurate return. See Article 
1002. The application for such extension must be made prior 
to the expiration of the period for which the extension is 
desired. The absence or sickness of one or more officers 
of a corporation at the time the return is required to be 
filed will not be accepted as a reasonable cause for failure 
to file the return within the prescribed time, unless it is 
satisfactorily shown that there were no other principal offi- 
cers available and sufficiently informed as to the affairs of 
the corporation to make and verify the return. As a condi- 
tion of granting an extension of time for filing a return the 
collector may require the submission of a tentative return 
and estimate of the tax on form 1040-T in the case of indi- 
viduals, or on form 1031-T in the case of corporations, and 
the payment of one-fourth of the estimated amount of tax. 
Where a taxapayer has filed a tentative return and has failed 
to file a complete return within the period of the extension 
requested by him the complete return when filed is subject to 
penalties prescribed for delinquency. Where a tentative return 
has been filed and no time has been fixed within which a com- 
plete return must be filed, the collector may at any time send 
notice to the taxpayer to file a complete return within a period 
of time therein specified by him, and a taxpayer who fails to 
comply with such request will incur the penalties prescribed , 
by statute for delinquency in filing a return" [T.D. 2935, 
approved October 16, 1919.*] 

[That part printed in italics represents what has been added 
to the old article.] 

1f 2190. T. D. 2936. Articles taxable within the language of 
section 905 of the Revenue Act of 1918 (relating to jewelry, 
precious stones, etc.) are not taxable under this section if they 
are also subject to tax under another section of this Act con- 
taining a more specific description of such articles. — 
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Article 19 of Regulations 48 (TF 1307) which reads as follows: 

"Article 19. Articles taxpaid under other acts. — (a) The 
tax is on the sale by or for a dealer or his estate when any 
of the enumerated articles are sold for consumption or use 
regardless of whether or not the tax under any other law, 
or any other tax under this act has been previously paid on 
such articles, (b) Articles in respect to which the manu- 
facturer's excise tax imposed by section 600 of the revenue 
act of 1917 has been paid are taxable under section 905 when 
sold for consumption or use by or for a dealer or, his estate, 
(c) The tax imposed upon the manufacturer's sale of jewelry, 
under section 600 of the revenue act of 1917, is not a 'corre- 
sponding tax' to the tax imposed by section 905 for the 
purpose of section 1312 of "the act." (The part in italics has 
been eliminated in the following amendment.) 

is hereby amended to read as follows: 

"Article 19. Articles taxpaid under other acts. — (a)The 
tax is on the sale by or for a dealer or his estate when any 
of the enumerated articles are sold for consumption or use. 
whether or not a tax under any other law has been previous- 
ly paid on such articles, (b) Articles in respect to which 
the manufacturer's excise tax imposed by section 600 of 
the Revenue Act of 1917 has been paid are taxable under 
section 905 when sold for consumption or use by or for a 
dealer or his estate, (c) The tax imposed upon the manu- 
facturer's sale of jewelry, under section 600 of the Revenue 
Act of 1917, is not a 'corresponding tax' to the tax imposed 
by section 905 for the purpose of section 1312 of the act." 
[T.D. 2936, approved October 16, 1919.] 

If 2191. T.D. 2938. Insurance issued abroad; amendment to 
Article 6, Regulations 58 (ff 2060) relating to tax on the issuance 
of insurance politics. — 

Article 6 of Regulations 58 (112060) is hereby amended to 
read as follows: 

"Any policy or other instrument whereby insurance is 
made or renewed upon property within the United States, 
issued by any foreign corporation or partnership or any 
individual not a resident of the United States, if not signed 
or countersigned by an officer or agent of the insurer in the 
State, Territory, or district of the United States within which 
such insurer is authorized to do business, is liable to the 
stamp tax imposed by subdivision 15 of Schedule A of Title 
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XL (See Art. 2.) It should be noted that the stamp tax 
applies only to policies of. insurance upon property within 
the United States, issued to or for or in the name of a 
domestic corporation or partnership or an individual resi- 
dent of the United States by any foreign corporation or 
partnership or any individual not a resident of the United 
States, and that any policy in the nature of life or other 
nonproperty insurance is taxable under the provisions of 
section 503 of the act." [T.D. 2938, approved October 21, 
1919.] 

^2192 [See ft 2136]. Department's interpretation of Articles 
1566 and 1567 of Regulations 45. — On September 26th the Bu- 
reau of Internal Revenue promulgated Treasury Decision 2924, 
modifying Articles 1566 and 1567 of Regulations 45. Two 
questions involving interpretation of the new Treasury decision 
were raised in a letter to the Commissioner of Internal Revenue 
from Baker & Baker, of Washington. The questions and the 
answers follow: 

Meaning of the Term "Market Value" — Question 1. 

Article 1566, as amended, provides that where property is 
transferred to a corporation in exchange for its stock the ex- 
change constitutes a closed transaction and the former owner 
of the property realizes a gain or loss, if the stock has a 
"market value, and such market value" is greater or less than 
the cost or the "fair market value" as of March 1, 1913 (if 
acquired prior thereto), of the property given in exchange. 
The question raised is whether the words "market value, and 
such market value" permit a presumption that the decision 
contemplates an actual market before the case would be brought 
within the provision as to profit or loss, or the words, "market 
value, and such market value" are intended by the Treasury 
Department to mean "fair value." The use of the words "fair 
market value as of March 1. 1913" immediately following that 
part of the decision under discussion would indicate that the 
word "fair" was deliberately omitted in the first instance and 
that the words "market value" were intended to convey the 
thought that there must be an actual market. This interpreta- 
tion is further borne out by the fact that if the word "fair" be 
inserted before the word "market" in the first instance, the 
sentence might properly have been concluded with the word 
"loss." We can conceive of no situation in which property 
could be transferred in exchange for corporate stock, which, 
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under the rulings of the* Brueau. would be considered to have 
no "fair value." 

Answer — In your letter ot October 7, 1919, you ask whether 
ihe words "market value" as used in Treasury Decision 2924 
are used as an equivalent of "fair market value" or whether 
it is intended that on exchange of property for stock shall not 
be regarded as a closed transaction unless there was an actual 
market for the stock so acquired. 

In reply I beg to say that the words "market value" as used 
in that Treasury Decision are used as an equivalent of "fair 
market value" and that stock is to be regarded as ordinarily 
having a market value, even though no actual market for it 
can be established. Market value in this sense may, therefore, 
be regarded as the price which might reasonably be presumed 
wouLd be agreed upon between a willing buyer and a willing 
seller. 

Limitation as to "no greater aggregate par or face value" 
applicable to all forms of reorganization. — Question 2. 

In interpreting Article 1567, as amende'd, the opinion has 
been expressed that the phrase "in any case of no greater 
aggregate par or face value than the old stock and securities 
surrendered" is a limitation governing only "(e) consolidation 
of the corporations," and not a limitation with respect to (a), 
(b), (c) and (d). The status indicates that the limitation in- 
tended by the Regulations is applicable to Ca), (b), (c), (d) 
and (e). 

Answer — You also ask whether, in interpreting Article 1567 
of Regulations No. 45, as amended, the phrase "in any case 
of no greater aggregate par or face value than the old stock 
and securities surrendered" is a limitation governing only "(e) 
the consolidation of the corporation," or a limitation applying 
to each of the subdivisions (a), (b), (c), (d) and (e). 

In reply you are advised that this phrase limits not only 
sub-division (e), but also the preceding sub-divisions. This 
article of the regulations is founded on Section 202 (b) of the 
Revenue Act of 1918, which would afford no basis for attaching 
this qualification to sub-division (e) only. 

[Questions submitted by Baker & Baker, Washington, D. C, 
and the answers thereto contained in a letter dated October 
16. 1919, and signed by Commissioner Daniel C. Roper.] 
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Benefits, local, taxes for 2188 

Bequests, exemption 553 

Berths, tax under transportation, 

1249, 1278 

Betterments, cost of not deductible 785 

depreciation allowance y 601 

lessee, income to lessor 544 

Beverages, taxes on, 1331-1352, 

1859-1862 2040 

Bills paid for merchandise, tele- 
graph, telephone, etc., informa- 
tion at the source 931 
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'Blocked out" ores or minerals, 

B '"-'termination of quantity 624 
s, manufacturers excise tax 
1157 
ling companies, deductions .. 779 
> Bonds and notes vs. preferred 
stock in financing corporation, 

1464-1469 

Bonds, credit sought for taxes... 719 

discount on, deduction 774, 860 

effect of tax-free covenant in 776 
employees constructive receipt 550 
establishment of replacement 

fund 546 

Federal land, taxability of in- 
terest 555 

inadmissable assets 839 

income from tax free covenant 1910 
indebtedness, stamp, tax on.. 2093 
indemnity when not subject to 

stamp tax 1915 

Liberty, payment of certain 

taxes 1913 

loss on sale of deductible.... 774 
not invested capital of mort- 
gagor 836 

sale and retirement of, gross 

income ot coporation 765 

Bonds, shrinkage in value of, de- 
ductibility 592, 597 

stamp tax on .Sup. 20 

tax free covenant, effect illus- 
trated , 1361 

tax free covenant, tax paid at 
source to be included in 



gross income 



527 



tax free covenant, relief of 
corporations when bonds 

owned by non-residents 2092 

United States, credits, 

664, 679, 687, 787 
War Finance Corporation, 
credits, .... 

570, 664, 679, 687, 689, 692, 787 

worthless, bad debts 597 

Bonnets, women's and misses' tax 

on sales by dealer ••••••• 14 £i 

Bonus, employees, deductibility.. 578 
/ stock to purchasers of bonds, 

profits on sale of ;• 535 

stock, effect on invested capi- 
tal , 844 

Boots, tax on sales by dealer... 1404 
Borrowed capital, not invested 

"capital • 836-838 

invested capital in general.. w6 
Boxes, hat, used by travelers, tax 

on • ; * 1394 

Branch offices, information at 
source as to payments to em- 

olovees .......•••••••• *gj 

Brokers, information at source... 931 

^^^personal service corporations. 962 

^^Breturns ^ 

^^■mzes, art, tax on l*» 
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Building and loan associations, 

credits of earnings to members 550 

exemptions 753 

Buildings, cost of not deductible 785 

deduction of cost 581 

farm, depreciation deduction.. 608 

obsolescence of 591 

voluntary removal of, deduc- 
tibility of loss 590 

Business expenses, deductions, 

572-582, 659, 662 

Business, gross income from 531 

Business leagues, exemptions.... 756 

Business taxes, deductions 586 

Business organization, a study in. 

Sup. 10 
Business procedure k . 1458-1469 

Cable messages, tax on. 

Sup. 22 

Calculation of tax, individuals.. 368 

Calendar year, basis of returns.. 525 
California irrigation assessments, 

deduction 587 

special partnership as partner- 
ship 952 

Cameras, manufacturers excise tax 

on 1145 

Campaign contributions, not de- 
ductible by corporations 773 

Canadian manufacturers, computa- 
tion of deductions 784 

Cancelled indebtedness, to stock- 
holder, invested capital 837 

Cancellation of indebtedness as 

producing income 541, 764 

Candy, manufacturers excise tax 

on 1147 

Capital, accrual of income prior 

to March 1, 191$ 567 

Capital assets, loss on sale of de- 
ductible ; .. 774 

profit from sale of gross in- 
come of corporation, 

762, 766, 768, 769 

Capital charges 581, 662 

depletion of gas and oil wells 639 

mines 638 

timber 647 

Capital, deduction of interest on. 584 

definition 569 

Capital expenditures — 524 

corporation not deductible ... 786 

not deductible . 662 

Capital, impairment of, effect on 

invested capital 872 

Capital, personal service corpora- 
tion 968. 969 

Capital stock, conveyance by cor- 
poration to owner 1654 

loss on sale of not deductible.. 774 

sale of, gross income 763 

Capital stock tax 1506 

consolidated returns 1806 

dissolution of corporation .... 1809 
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effect on form of organiza- 
tion 496 

Capital stock tax, Regulations, 

Sup. 13 

returns 1904 

tentative returns 1806 

Capital sum returnable through 

depreciation allowances 601 

Caps, men's and boy's, tax on.. 1403 

military, tax on 1873 

Cards, playing, tax on 1034 

Carpets, tax on 1394 

Carriers to rebate illegal rates 

paid 2048 

Cases, fitted toilet, suit, tax on.. 1394 
Cash basis, change to accrual 1360, 1733 

installment sales dealers 538 

Cash, deferred payments as equiv- 
alent of 540-542 

form of items of gross income 

and deductions 522 

paid in, invested capital .... 844 
Casing-head-gas contracts, deple- 
tion allowance 639 

Casualty companies, deductions. 780 
Casualty, compensation received 
for property lost or destroyed 

as taxable income 545 

deduction of losses 589, 593 

non-resident alien individ- 
ual 659 

Casualty insurance companies, re- 
serves, deduction 780 

Cemetery companies, exemptions 754 
Certificates for exemption of ex- 
ports, instruction for filing 2141 

Certificates, foreign corporation 
having office or place of busi- 
ness in United States 788 

deposit, no stamp tax on.. 563, 1613 
indebtedness, instructions rel- 
ative to acceptance in pay- 
ment of taxes 1482 

owned by non-resident 

aliens, taxability 571 

payment of tax 1009 

stamp tax on 1564-1566 

taxability of interest on.. 558 
ownership, foreign items, 

935, 936, 943 
withholding tax at source, 

704-709, 713-715 

residence, corporation 788 

filing by citizens or resi- 
dent aliens 703 

Change in ownership during tax- 
able year of affiliated corpora- 
tions, returns 799 

Changing from corporation to sole 

proprietorship 506 

Charges, when deductible 582 

to capital account, 

524, 581, 638, 639, 647, 662 
Charitable contributions, individ- 
uals, deductible.... 650, 659, 684, 692 



not deductible by corpora- 
tions J?', 

Charitable corporations, annuities! 

paid by, taxable income 

exemptions 755! 

Chart A—income taxes on indi- 
vidual incomes p. 233 

Chart B — income and excess 
profits taxes on corporations for 



1919 



p. 235 



Chart C— effect of salaries of pro- 
prietors and corporation officials 

on form of organization 3 p. 242 

Chart D— principal forms of busi- 
ness associations p. 243 

Charter money, non-resident alien 

individuals, taxability • 570 

Chautauqua associations, exemp- 
tions 755 

Checks, dishonored, payment of 

tax 1012 

uncertified, payment of tax.. 1041 

stamp tax on 1584-1587 

Chewing gum, manufacturers ex- 
cise tax on 1144, 1869 

Child, return of 723 

Child labor law — Court decision p. 485 

Child labor rulings Sup. 27 

Child Labor, tax on employment 

of, regulations 1040-1052 

Children, allowances to, deducti- 
bility 660 

dependents, credits 667-669 

Children's toys and games, manu- 
facturers excise tax on 1143 

Cigar or cigarette holders, manu- 
facturers* excise tax on 1152 

Citizens, credit for taxes 717 

United States possession, sta- 
tus of 944-946 

who are 517 

Civic league, exemptions 757 

Claims, abatement of penalties, 

See Abatement of Penalties 
abatement of taxes, 

See Abatement of Taxes 

amortization 614-616 

Credits, non-resident alien in- 
dividuals 671, 676* 

taxes erroneously collected .. 920 

definition 567 

Claims, loss in inventory or from 

rebates 651-658 

refunds of penalties, 

See Refunds of Penalties 
refunds of taxes, 

See Refunds of Taxes 

refunds, procedure 1730 

Clearing house association, ex- 
emptions 756, 759 

Clergymen, fees, gifts, etc., as 

taxable income 528 ^ 

Clocks, tax on jgMi | 

Clothing, personal, depreciation Smm 
on not deductible ^^^ 
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^J^^F^s. social, exemptions 758 

~^oats, house and smoking, tax on 1399 

Collection, foreign items 943 

taxes, aids in .". 1007 

distraint 911 

limitation of time for 910 

refund 924 

' suit 910 

Commissions, addition to cost of 

, securities 662 

executors, deductions 662 

insurance premiums, taxable 

income 529 

receivers, taxability of 565 

salesmen, taxable income 528 

withholding tax at source ... 703 
selling corporate bonds, deduc* 

tions 777 

Committee for insane persons, fi- 
duciary 958 

return of 731 

Committee on Review and Ap- 
peals, replaces Advisory Tax 

Board 2133 

Common law trusts 428, 461 

Compensation, contingent basis.. 576 
deduction of expenditures, 

572, 576-579, 890 
destruction of property, tax- 
ability 545 

employees in the military or 
naval service, deductible .. 579 

excessive, treatment of 577 

Federal employees, taxable 

income 528 

Federal judges, as taxable in* 

come 528 

forgiveness of indebtedness .. 531 
living quarters furnished by 

employer, as taxable income 529 
non-resident aliens, taxabil- 
ity 569, 570 

officers as deductions 572 

percentage of profits taxable 

income .' 528 

personal services as a deduc- 
tion 376 

gross income 528 

property, as taxable income.. 529 
paid yi place of dividends. . 576 
upon completion of services, 
income for year in which 

paid 528 

promissory notes, taxable in- 
come 530 

f State officers and employees, 

I taxability 565 

' stock of corporation, taxable 

income 529, 549 

b^^. widow or heirs of deceased 

^^Hnpromise of tax cases 913 

-^^^R officer or employee, deduct- 

^^ ible 579 

Conditional sales, personal prop- 
erty, gross income 538 



Consolidated capital stock tax 

returns i 80 6 

Consolidated returns, affiliated 

corporations 796-803 

payment of tax 2137 

pre-war net income 834 

war profits credit 831 

when corporations have differ- 
ent fiscal years 410 

Consolidations, invested capital, 889-893 
Constructive receipt, taxable in- 
come 549 

Consuls, foreign, taxability of in- 
come of 563 

verification of returns 726 

Contingent compensation, deduc- 

* ions 576 

Contracts, government 809, 957 

payment of in dispute 548 

intangible property 835 

long term, ascertainment of 

gross income 532 

profit sharing 1458-1463 

State, profit of independent 

contractor taxable 533 

Contributions by stockholders, 

gross income of corporation... 764 
Contributions, charitable, deduc- 
tions 650, 659, 684, 772 

clergymen for services, taxa- 
ble income 528 

deductible » 1511 

pension fund, not deductible.. 579 
Conversations, telegraph, tele- 
phone, etc., tax on Sup. 22 

Conveyances, stamp tax on.. 1617-1661 
Co-operative associations, exemp- 
tion 760 

Copyrights, deduction of amounts 

expended for securing 662 

depreciation deduction ... 600-604 

profits on sale of 536 

Corporations, debtor to accept old 

ownership certificates when 2138 

Corporation Finance and Federal 

Taxes Sup. 10 

Corporations having fiscal year, 
reserve for income and excess 

profits taxes 2138 

Corporation income and profits tax 
return, a practical illustration 

of the preparation of Sup. 8 

Corporations, personal services. 

See Personal Service Corporations 

Corporation return, correction 1472 

fiscal year, extension of time 

for filing 1504 

instructions for the prep- 
aration of 1548 

instructions for preparing of, 

explanation 1123 

instruction for the preparation 

of Sup. 6 

Cost, administration of estate, 
deduction .. 662 
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• definition 992 

of goods sold -531 

inventories 992 

materials, as business expense 573 
mineral deposits, determina- 
tion 621 

Costumes, depreciation on 599 

Cotton Exchanges, exemption 756 

Cough drops, tax on 1882 

Coupons, interest, due but not 

cashed, gross income 550 

Countries granting personal ex- 
emption to non-resident aliens, 

422, 1855 

County fairs, exemptions 750 

Court decision — child labor law p. 485. 

intangible property 600, 2182 

Credits, absconding persons 919 

affiliated corporations 831 

beneficiaries of estates or 

trusts 696, 697 

claims 671, 920, 921 

corporation 746, 787, 789 

corporation, fractional part of 

year 795, 1475 

dependents 667-669 

dividends 664, 679 

foreign corporation. Porto 
Rico and Philippine 

Islands 945 

estates 692 

excess profits 787, 832 

fiscal year 1917-1918 1000 

foreign corporations 787 

foreign taxes paid or accrued 

by corporation 789 

insolvent person 919 

interest on bonds of War Fi- 
nance Corporation and Unit- 
ed States 664, 669, 679, 787 

net losses 896 

non-resident alien individ- 
uals 669, 671-676 

partners 679, 683, 1003 

personal exemptions .. 664, 665, 669 
specific of corporation for frac- 
tional part of year 1475 

stockholders of personal ser- 
vice corporation 687 

taxes 717-720 

authority 917 

taxes of foreign corporations 
controlled by domestic cor- 
poration 801 

tax withheld credited against 

tax due 716 

trust or estate 697 

war profits, affiliated corpora- 
tions 831 

in general 827 

meager pre-war net income 828 
no pre-war net income.. 829-830 
Crops, deduction of cost of pro- 
ducing by farmer 581 




losses on from destruction, de- 
ductibility 

Customs duties, deduction 

Cyclone, mutual companies, de- 
ductions 780 

Dairy companies, co-operative, 

exemption 760 

Damages, income for year in 

which recovered 548 

Dealers in securities, definition.. 994 

inventories 9!94 

Dealers, tax on sales of wearing 

apparel, etc Sup. 15 

Debt, cancellation of as taxable 

income 547 

Debts, bad, deductions 594 

previously charged off and re- 
covered later, income for 
year in which recovered .... 548 

Decedents estate, bad debts 595 

expenses of administration, 

deduction 662 

interest on tax 905 

penalty for non-payment of 

tax ^08 

statutory allowance to widow. 

deduction 693 

Deeds, stamp tax on 1617-1661 

Deferred charges, invested capi- 
tal 842 

Deferred payments, sales of real 
estate involving, gross income, 

540-542 
Deficit of preceding year not de- 
ductible 582 

Definitions, "Active Service" 566 

"Admissable assets" 842 

"Affiliated Corporations" 798 

"Agents" 958 

"Amount of taxes paid during 

taxable year" 7*8 

"Association" 949 

"Business leagues" 756 

"Capital" 969 

"Citizens*' 517 

"Claims" 567 

"Cost" 992 

"Dealers in securities" 994 

"Determinable income" 702 

"Dividends" 80i, 971, 973 

"Domestic corporation" 956 

"Domestic partnership" 956 

"Farm" 534 

"Farmers" 534 

"Fiduciary" 958 

"Fiscal year" 525, 805 

"Fixed income" 702 

"Foreign corporation" 956 

"Foreign item" 934 

"Foreign partnership" 

"Government contract" 

"Gross income," 521, 527, 531, 569, 

"Head of family" 665, 

"Inadmissable assets" 839 
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"Income" 521 

'Insurance company" 955 

"Intangible property" 835 

"Invested capital" 843 

"Limited partnership" 952, 953 

"Market price" 993 

"Net income" 521, 761 

"Net losses" 995 

"Paid" 779, 970 

"Paid or accrued" 805 

"Partnership, limited" .... 952, 953 

"Person" 948 

"Personal service coroora- 

tion." 968-969 

"Political subdivision" 554 

"Possession of United States" 718 

"Pre-war period" 826 

"Production" 634 

"Resident persons" 956 

"Similar credit" 669 

"Sources within U. S.".... 569, 570 
"Substantially all the stock" 798 

"Tangible property" 835 

"Taxable year" 525, 805, 970 

"Taxpayer" 948 

"Treasury stock" 763 

"Withholding agent" 970 

Delay in filing return, payment 

of tax 902 

Demand of payment 903, 909, 915 

Demolition of buildings, deduc- 
tion of loss 590 

Demurrage, tax under transpor- 
tation 1182 

Dependents, credit for 667, 669 

Depletion allowance, invested cap- 
ital 850, 851 

Depletion and depreciation ac- 
counts in books \ . 632 

amount of allowance 617-618 

apportionment between lessor 

and lessee 620, 644 

capital recoverable, lessee .... 619 

owners 618 

charges to capital and to ex- 
pense, mines 638 

oil and gas wells 639 

timber 648 

computation gas wells 627-630 

mines 626 

oil wells 626, 629, 630 

timber ;•• 6* s 

determination of cost of min- 
eral deposits 621 

fair market value of min- 

i eral deposits 622 

P quantity of oil in ground 625 

quantity of ore in mine.. 624 
depreciation in relation to 

r 617-619, 632, 640-642, 648 
^discovery of mine 635 
H| oil and gas wells 636 
■drilling non-productive oil or 
w gas well* 639 
(Prentice-Hall Tax Service) 



wells 617, 619, 620 

lessees of mines, oil and gas 
lessors of mines, oil and gas 

wells 617, 618, 620 

maps accompanying returns, 634, 637 
market value of mineral de- 
posits, determination 622 

mines, oil and gas wells .... 617 
non-resident alien individual 659 

operating expenses 639 

proof of discovery of mines.. 635 

oil or gas well 637 

reserve, distribution from .... 979 

invested capital 856 

revaluation of mineral deposits 

not allowed 623 

stumpage 646 

royalties governing amount of 

allowance 618, 631, 647 

statement attached to return, 

633, 634, 649 

timber 644-649 

Depositor's guaranty funds, de- 
ductibility of payments into..... 778 
Deposits, bank, invested capital.. 838 
Depreciation allowance, invested 

capital (<_. .■ 851 

Depreciation and depletion ac- 
counts in books 632 

Depreciation amortization, 

See Amortization 

Depreciation, amount 598 

animals purchased for breed- 
ing purposes 608 

automobiles 599 

capital sum returnable through 
depreciation allowances — 601 

charging off 606 

closing accounts 607 

clothing 599 

computation of allowance.. 602-606 

computing loss 589, 593 

copyrights 600-604 

costumes <• 599 

depletion, relation to, 

617-6J9, 632, 640-642, 648 

designs 605 

determination of cost of min- 
eral deposits 621 

fair market value of min- 
eral deposits 622 

deposits 622 

draft animals 606 

drawings 605 

excessive, restoration to in- 
vested capital 852 

experimental work 605 

explanation of 599 

extraordinary obsolescence, 

See Obsolescence 

farmers 534, 608 

franchise! 600 

furniture S99 

good will .,,.,,.,... f .,,M. $00 
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intangible property 600 

inventories S99 

leases 600 

licenses 600 

live stock 608 

machinery, farm 608 

method of computing, modifica- 
tion of 603 

minerals 599, 622 

models 605 

nature of property 599 

non-resident alien individual. 659 

patents 600-604, 855 

patterns 605 

personal effects 599 

pleasure vehicles 599 

residence, not deductible 599 

returns, statement attached to, 

633, 634, 649 

revaluation of mineral deposits 623 

secret formulae or processes.. 600 

stock in trade 599 

tangible property 599 

tenant .* 580 

theatrical costumes 599 

trade brands 600 

trade marks 600 

trade names 600 

reserves, distribution from 979 

charges against for perma- 
nent repairs or replace- 
ments 574 

charges against for renew- 
als 524 

invested capital 856 

Designs, depreciation allowance.. 605 

Determinable income, definition.. 702 

withholding ..„ 701-716 

Determination of taxable period.. 915 
"Developed" ores or minerals, de- 
termination of quantity 624 

Devises, annuities, charged upon 

devised land, taxable^ income... 543 
Dictagraphs and dictaphones, 

manfacturers excise tax on.... 1142 
Disability insurance, Govern- 
ment, taxability of proceeds 552 

Discount, banks, invested capital 861 

Discount, bonds, deduction 774 

invested capital 860 

capital stock 763 

notes receivable, realization of 

as taxable income 530 

unearned 412 

Discovery of undeveloped mining 

claims, depletion, reduction 635 

effect as to surtax 520 

Dishonored checks, payment of 

tax 1012 

Dispatches, telegraph, telephone, 

etc., tax on . ., ; Sup. 22 

Dissolution of corporation, capital 

stock tax 1809 

returns 790, 791 

dividends, taxability 978 



Distraint, collection of tax by... 
Distribution of surplus, effect on 

form of organization 

Distributions constituting divi- 
dends 971 

not constituting dividends .. 973 
Ditch company, local, exemption 759 
Dividends, stock, effect on In- 
vested capital 87 1 

compensation paid in place of 576 

credits 664, 669, 679, 945 

deduction by corporation .... 772 
deduction by holding company 
paying for subsidiary pur- 
suant to guarantee 786 

definition 971, 973 

Federal Land Bank, taxabil- 
ity 555, 556 

Federal Reserve Bank, taxa- 
bility 556 

foreign corporation source of 

information 934, 943 

gross income, corporation .... 762 
gross income of record owner 

of stock 725 

information at source .... 926, 931 

invested capital 870 

National Farm Loan associa- 
tion 555, 556 

non-resident alien individuals, 

taxability 555, 569, 570 

paid on paid-up insurance pol- 
icies, taxable income 543 

paid in property 974 

out of depletion or de- 
preciation reserve 632 

payment of by means of for- 
giving debt 547 

payment of taxes as 777 

property— computation of 1362 

rates of tax on 527 

returns 724 

set apart but not collected, 

gross inceme 550 

scrip 974 

computation of value .... 1362 

source of distribution 972 

stock dividends 974-977 

stock of foreign corporation.. 1911 
stock, rates of tax for different 

years 1004 

Domestic corporation, definitions 956 
refund for non-resident taxes 

erroneously paid 2092 

Domestic partnership, definition. 956 
Donations, deduction by corpora- 
tions 773 

employees, deductions 578 

Dowery, not taxable income 553 

Draft animals, deduction of cost 

by farmer 

depreciation allowance 

profit from sale by farmers as 

taxable income 

Drafts, stamp tax on !.... 1584-1616 

x (Prentice-Hall Tax Service) 




^■^References are to paragraphs 

•Mmiage districts, Illinois, taxes 

for deductible 587 

taxability of interest on the 

obligations of 554 

Drawings, depreciation deduction 605 

Dues, tax on Regulations Sup. 12 

Duties, Federal, deductions 586 

Earned surplus, invested capital.. 850 
Educational corporations, exemp- 
tion 755 

Eisner ado Macomber p. 933 

Election of business enterprise to 

be taxed as. corporation 891 

Electric fans, manufacturers ex- 
cise tax on 1150 

Emancipation of child, return in 

case of 561 

Embezzlement, loss from occur- 
ring in previous year, deducti- 
bility 582 

loss from, deduction for what 

year 582 

Emigrants, announcement con- 
cerning 2134 

Eminent domain, compensation for 
property taken as taxable in- 
come 545 

Employees, alien, income tax, 1014-1022 
certificate of residence of.... 1867 
Federal, taxability of salaries 528 
information at source as to 

payments to 929 

retired, pay of taxable income 528 
State, taxability of compensa- 
tion 565 

universities, taxability of sal- 
aries paid from Smith-Lever 
Act funds 565 

Employers, certificate of residence 

of employees 1807 

duties in connection with, 

withholding 1539-1547 

duties of to withhold 675-676 

liability for income tax of 

aliens 1017 

non-resident aliens, duties 

withholding 1912 

Employment of child labor, tax 

on 1040-1052 

Endowments, sums in excess of 

premiums, taxable income .. 543, 552 
Enemies, extension of time for 

V filing returns 741 

withholding of tax at source 715 
Estate and inheritance taxes, re- 
ceipt of Liberty Bonds in pay- 

^^ment of 431 

^B^p, inheritance taxes on not 

B^^Huctible from income 588 

^^Plx, effective date 1032 

tax flat charge upon net es- 
tate 1514 

Estates and trusts, income from.. 360 

(Prentice -Hall Tax Service) 
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bad debts 595 

cost of administration not an 

expense 662 

credits 697 

inspection of returns 938 

interest on tax 90S 

liability 516, 693-696 

Liberty Bond exemptions in 

case of 722 

normal tax liability 516 

returns 692-696 

stock dividends 975 

taxability 693 

taxed to beneficiaries 696 

withholding tax at source 714 

Estate tax, Reg. 37 871 

tax law, government summary 

of changes p. 810 

taxes paid by 4# Victory 

Notes 2039 

receipt of Liberty Bonds for.. 1913 
receipt of Victory Notes for.. 1914 
Estimate of quantity of ore in 

mine 624 

Evangelists, gifts or contributions 

to, as taxable income 528 

Evidence, erroneous assessment 

of tax 918 

erroneous collection of tax.. 922 
fair market value of goodwill 537 
payment of tax, design to 

evade 915 

understatement of capital or 

surplus account 852 

Evidences of indebtedness, invest- 
ed capital 845 

Examination of taxpayers and 
books, Commissioners authority 

as to 1007 

Excess profits tax, abatement.... 917 
affiliated corporations, credits. 

831, 832 

invested capital 876-881 

allocation of net income to 

particular source 810 

application of assessment .... 884 
apportionment of specific ex- 
emption 825. 

assessment 884* 

Associated Press franchise, 

intangible property 835 

calculation of for fiscal year 

ending 1919 417 

calculation of, when income is 

less than $20,000 416 

change of ownership 889-893 

consolidations 889-893 

credits 787, 832 

taxes paid in Philippine 
Islands and Porto Rico. 

946-947 
Excess profits tax, war profits, 827-831 

computation 807-809 

fiscal year 894-898 
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foreign corporations, 

884, 885. 887 
fractional part of year, 

815, 822, 825 

Government contracts 809 

illustrations, 811-815, 821, 824, 898 

limitation 816-818 

sale of mineral deposits, 

901, 902 

special cases 885 

contract, intangible property.. 835 
credit against income in com- 
puting income tax 787 

deductions 698-700, 890 

exemptions 822-825 

fiscal year 1917-1918 895, 896 

1918-1919 897 

different rates 894 

illustration of computation 

of tax , 898 

foreign corporations 831, 832 

for 1919, chart of 235 

gas wells, sale of 901, 902 

gold-mining, computation of 

tax 824 

illustrations, computation of 

tax 418, 811-815, 821, 824 

of limitation 817 

imposition 806 

instructions for preparation of, 

explanation Sup. 6 1123 

intangible property, definition 835 

installment payments 886 

invested capital, 

See invested capital 

limitation of tax 816, 817 

mailing lists, intangible prop- 
erty 835 

mineral deposits, illustration 

of computation of tax 902 

sale of 901, 902 

net income 833, 834 

net income of affiliated corpor- 
ation 834 

oil wells, sale of 901, 902 

personal service corporation, 
apportionment of invested 

capital and net income 819 

computation of tax on net 

income 820, 821 

making return for fiscal 

year 1917-1918 685, 689 

pre-war period, adjustment 

etc 892 

credits 827-831 

definition 826 

net income of affiliated 

corporations 834 

reorganizations 889-893 

reserve for 1918 taxes 2183 

reserve, invested capital 857 

returns 890, 899, 900 

special case? 884 

specific exemption 832 




apportionment of 

subscription lists, intangible 

property 835 

tangible property, definition. 835 
United Press franchises, in- 
tangible property 835 

Excessive compensation, treat- 
ment of 577 

Exchange of farm produce for 

merchandise, etc., gross income 534 
basis for determining gain or 

loss 980-990 

Exchanges, cotton, exemption... 756 
Excise taxes, addition to, pre- 
war net income 833 

adjustment of pre-war in- 
vested capital on account of 1123 

deductions 586 

jewelry 2140 

payable by manufacturer.... Sup. 13 

Executor, claims for refunds 922 

commissions, deduction 662 

liability for payment of tax.. 695 
named as trustee, period of 

administration 694 

returns, time 736 

Exempt income of non-resident 

aliens 570 

Exemption See Credits 

affidavit 749 

agricultural organizations .. 750 

alimony 553 

automobile insurance compan- 
ies, mutual » 759 

beneficiary soceities 752 

bequests 553 

building and loan associations 753 

business leagues 756 

carriers by water 756 

cemetery companies 754 

charitable corporations 755 

Chautauqua associations .... 755 

civic leagues 757 

clearing house associations .. 756 
clergymen, associations for 
'relief of families of .... 755 (1) 

clubs 758 

co-operative associations 760 

corporations 754, 755, 787 

cotton exchanges 756 

county fairs 750 

dairy companies, co-operative 760 

date determining right 668 

dependents 667-669 

ditch company, local 759 

educational corporations 755 

exchanges, cotton 756 

fairs 

farmers' associations 

fire insurance companies, mu- 
tual 

foreign governments 563 

fraternal, beneficiary societies 752 
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fruit raiser* 750 

Exemption, gifts 553 

grain raisers 750 

head of family 665, 668, 669 

horticultural organizations ... 750 

insurance companies, mutual.. 759 

proceeds 552 

interest, Federal Land Bank 555 

Federal Reserve Bank .... 556 

Liberty Bonds 557-562, 759 

consolidated return .. 1478 
national farm loan associa- 
tions 555 

Postal Savings Bank de- 
posits 557 

State obligations 554 

United States obligations, 

557^562 

Victory Notes 1027 

apportionment upon con- 
version 1512 

legal aid association 755 

Liberty Bonds and Victory 

Notes, table 1354-1356 

life-insurance companies, mu- 
tual 759 

lodges 752 

married persons 666-669 

mutual insurance cmpanies .. 759 

mutual savings banks 751 

non-resident alien 669, 671-676, 1917 

orchestral associations 755 

partners 677-683, 1003 

personal 665-670, 697 

personal of non-resident alien 2135 

proof of by corporations 749 

propaganda, associations dis- 
seminating .* 755 

purchasing agents 760 

race-meet associations 750 

real estate, corporations or- 
ganized to buy and sell .... 757 

recreation clubs ' 758 

religious corporations 755 

reservoir and ditch company, 

local 759 

salaries of State officers and 

employees 1474 

sales agent 760 

savings banks, mutual 751 

scientific corporations 755 

social clubs 758 

social welfare organizations.. 757 

States 564 

stock raisers 750 

telephone clearing association, 

local 759 

territories ..... 564 

trained nurses, associations 

for furnishing services of.. 755 

trusts 755 

Victory Liberty Notes, inter- 
est 1027 

war risk insurance 552 

withholding at source 703 



workmens' compensation insur- 
ance funds 564 

Exhaustion of property 598-608 

Expatriation 517 

Expenses, business, deductions, 

572-582, 659, 662 
charges to, depletion of gas 

and oil wells 639 

mines 638 

timber 647 

classification as between capi- 
tal and income 524 

corporation, deduction 772 

donations, deductions 773 

family, deduction 660 

farmers 581 

improvements, deduction 662 

interest, deductions 775 

living, deduction 661 

non-resident alien individual. 

deduction 659 

personal, deductibility 660, 661 

professional 575 

traveling, deductibility 661 

when deductible 582 

when part of income of public 
utility is paid to State 

treated as 564 

Experimental work, depreciation 

deduction 60S 

Exports exemptions of, form used 2141 
Export shipments, in transit priv- 
ileges 2091 

Extension of time persons abroad, 
for filing returns and paying 

taxes 1473 

individual return 221 

time for filing returns 737-741 

Eyeglasses, tax on 1878 

Fairs, exemption 750 

Fair market value, ascertain- 
ment 980 

claims on March 1, 1913 567 

goodwill 537 

mineral deposits, determina- 
tion 621, 622 

product received in exchange 
for farm produce, return as 

income 534 

real estate sold in lots 539 

thing paid as compensation 

for personal service 529 

Family expenses, deductibility.. 660 
Fans, electric, manufacturers' ex- 
cise tax on 1150, 1398 

Fares, railroad, tax under trans- 
portation Sup. 14 

steamship, tax under trans- 
portation Sup. 14 

Farmers, associations, exemption 760 

definition 534 

depreciation deduction 608 

expenses of 581 

gross income of 534 

losses of 593 
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Farm loan bonds, Federal, inad- 

missable assets 840 

Farms operated for pleasure, ex- 
penses not deductible 581 

Federal Land Bank, dividends on 

stock of, taxability 555 

interest on bonds of, exempt 

from tax 555 

officers and employees, taxa- 
bility of salaries and re- 
tired pay 528 

Federal Reserve Bank, dividends 

of as taxable income 556 

Fees, architects, taxability 662 

clergyman, taxability 662 

foreign consuls, exempt 563 

incorporation, not deductible 786 

notary public, taxability .... 565 

Fiduciary, agent distinguished ... 958 

definition 958 

ownership certificate, with- 
holding tax at source 714 

. returns 692, 730-733, 959 

inspection of by benefi- 
ciaries 938 

instructions for the prepa- 
ration of 1451 

taxability in case of estates 

and trusts 693 

Films, motion picture, tax on, Sup. 19 
photographic, manufacturers' 

excise tax on 1146 

Finance, corporation, and Federal 

taxes Sup. 10 

Financing, preferred stock vs. 

bonds and notes 1464-1469 

Firearms, manufacturers' excise 

tax on 1147 

Fire engines exempt from tax.... 2184 
Fire insurance companies, deduc- 
tions s 779-781 

mutual, exemption 759 

Fire, losses arising from, deduc- 
tibility 589 

Fiscal years, affiliated corpora- 
tions, when different 803 

with different 410 

basis of returns 525 

definition 525 

different rates of tax, 

894-897, 998-1002 
1917-1918, different rates, 

895, 896, 991-1001 
distributive share of part- 
ner 678, 681-683 

partnership return 678, 681 

personal service corpora- 
tion return 685, 688, 689 

1918-1919, different rates .. 897, 1002 
personal service corpora- 
tion return 690, 691 

ending in 1918, time of pay- 
ment of tax 413 

^ending in 1919, calculation of 
"•xess profits when tax part 



of income arises from Gov- 
ernment contracts 418 

ending in 1919, calculation of 

tax for 417 

Fiscal year, excess profits tax, 

computation 884-898 

illustration of computation 

of tax 898 

payment of taxes for fiscal 
year ending in 1918 in in- 
stallments 1510 

reserve for income and excess 

profits of 1918 2183 

returns, extensions of time for 

filing 1504 

corporations 223 

instructions for the prepar- 
ation of 1548 

personal service corpora- 
tion 793 

time for filing 736 

taxation of partners for .. 680-683 
Fishing rods and reels, manufac- 
turers' excise tax on 1143, 1868 

Fixed income, definition 702 

withholding 701-716 

Fixtures, portable lighting, tax on 1396 

Flood, deducting of losses 589, 593 

Footballs, manufacturers' excise 

tax on 1143 

Foreign commerce, profits from 

taxable 527 

corporations, credits 787, 832 

deductions 784 

definitions 718, 956 

dividends paid by, infor- 
mation at source 931 

dividends paid to, taxabil- 
ity 570 

dividends, source of infor- 
mation 934-936, 943 

excess profits tax, compu- 
tation 884, 885, 887 

gross income of 771 

information at source as 

to foreign items 934-936 

invested capital 883 

non-resident, withholding. 788 
payments to, information 

at source 933 

personal service corpora- 
tions 961 

place for filing returns ... 804 

returns 794, 797, 899 

time for filing returns 804 

war profits credit 831 

withholding tax at source, 

701-711, 715. 788 
countries, effect of residence 

in as to citizenship 517 

governments, taxability of in- 
come of 563 

items, license to collect 943 

ownership certificates 934 

source of information .. 934-936 
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taxes, credits against tax due 

from 789 

deductions 585 

Foreign corporations, dividends 

paid by 931, 1911 

Forgiveness of indebtedness, as 

taxable income 547 

Form 17, notice and demand of 

payment of tax 909 

46, claim for refund 922 

47, claim for abatement 918 

47a, claim for credit 920 

668, notice of tax lien 912 

751 (revised), claim for refund- 
ing by collector 922 

1000 (revised), Ownership cer- 
tificate 705. 935 

1001 (revised), ownership cer- 
tificate 706 

1001a (revised), ownership cer- 
tificate 935 

1010, application for license to 
collect foreign items 943 

1012 (revised), monthly return 

of tax to be paid at source 936 

1013 (revised), annual return 
of tax to be paid at source, 

710, 936 
1017, application for license to 

, collect foreign items 943 

1031-T, tentative return for 

corporation 738 

reproduction of p. 79 

1040. individual return, 

722, 724, 730-734 
instructions for prepara- 
tion of Sup. 5 

fiduciary return 730 

1040a, fiduciary return 730 

individual return, 722, 724, 730-734 
instructions for the prepa- 
ration of 4 Sup. 1 

1040- T, tentative return for in- 
dividuals 738 

1041, fiduciary return .. 730, 732, 734 
instructions for the prepa- 
ration of 1451 

1042 (revised), return of with- 
holding agent 710, 933 

1058 (revised), substitute cer- 
tificate 707 

1059 (revised), substitute cer- 
tificate 707 

1065 (revised), partnership and 
personal service corporation 

• return 728, 733, 793 

- instructions for preparation 

of 1374-1376 

1065a, fiscal year return for 
partnership and personal ser- 
vice corporations 1902 

1087 (revised), actual owner of 
stock 725 

1078 (revised), certificate of 
residence 675, 703 



1096 (revised), information re- 
turn (summary) 928 

1096a, monthly information re- 
turn ...j 713, 936 

1096b, annual information re- 
turn 936 

1097, return of dividends paid 926 

1098 (revised), return of with- 
holding agent 710, 933 

1099 (revised), information re- 
turn (individuals) 928 

1100, return of profits or losses 
of customers by brokers 927 

1115, claim for personal exemp- 
tion by non-resident em- 
ployee ., 676 

1116, credit for taxes 719 

1118, credit for foreign taxes 789 

1119, bond 789 

1120, corporation return, 

790, 792, 794, 899, 1472 
instructions for the prepar- 
ation of Sup. 6, 1123 

reproduction, 

Back of Binder 
instructions for preparing 

of, explanation 1123 

a practical illustration of 

preparation of Sup. 8 

1120a, fiscal year return for 

corporations 1548 

instructions for the prepar- 
ation of 1548 

7220, schedule of credit claims 921 

Forms of organization Sup. 10 

Forms, summary of, 

1450, 1476, 1536, 1853, 1902 

use of prescribed 727 

Fountain pens, tax on 1878 

Fractional part of cent when dis- 
regarded 1008 

part of year, excess profits 
tax. Illustration of compu- 

. tation 815 

invested capital for 867 

return, individual 735 

corporation...... 790, 79-1, 795 

specific exemption of cor- 
poration 1475 

Frames, picture, tax on 1392 

tax on 1304 

Franchises, depreciation deduc- 
tions 600 

intangible property .......... 835 

Fraternal beneficiary societies, 

exemptions 752 

Fraudulent returns 907 

Freight, tax under transportation. 

Sup. 14 
Fruit juices, bottled, liability of 

manufacturer for tax on 2185 

Fruit-raising corporation, exemp- 
tion 750 

Fund for replacement of lost or 
destroyed property 546 
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Funds,, reserve of insurance com* 
pany deduction of net additions 
to 780-783 

Furniture, addition to surplus ac- 
count of amounts expended for 852 
depreciation deduction 599 

Fur goods, manufacturers 'excise 
tax on 1156, 1871 

Future delivery, stamp tax on 
sales for Supp. 29 

Gains, gross income, corporation 762 
Gain or loss, from sale or ex- 
change of property, basis for 
determining 980-988 

Games, manufacturers' excise tax 

on 1143 

Gas districts, taxability of inter- 
est on the obligations of 554 

wells, depletion deduction .. 617 

manual for taxation of 1029 

Gifts, charity, deduction, 

650, 659, 684, 692 
corporations, invested capital, 

849, 873 

deductibility by corporations. 1457 

employees, deductibility 578 

excluded from gross income.. 553 

jewelry, no tax on 1877 

sale of property acquired by 981 
services rendered by religious 

worker, taxable income.... 528, 

Glace fruits, manufacturers' ex- 
cise tax on 1147 

Golf balls and clubs, manufactur- 
ers' excise tax on 1143 

Gold mining, computation of ex- 
cess profits tax 824 

exemption from excess profits 
tax 823 

Goodwill, depreciation, deduction 600 

intangible property 835 

invested capital 835, 853, 855 

profit on sale of 537 

Government contracts, computa- 
tion of excess profits tax 809 

definition 957 

payment of in dispute ••••••• 548 

return of corporation deriving 

chief income from . 800 

Gowns, night, tax on 1408 

Grain-raising corporation, exemp- 
tion 750 

Graphophones and accessories, 

manufacturers* excise tax on... 1142 
Gross income, definition of, 

521, 527, 531, 569, 762 

foreign corporations 771 

insurance companies 769-771 

leasing of property 767 

personal service corporation... 793 
sale of capital assets, 766, 768, 769 
Ground rents, deduction of pay- 
ments made for 583 



Guarantee funds of insurance com- 
pany, deductions of net addi- 
tions to 780-783 

Guaranty funds, depositor's, de- 
ductibility of payments into 778 

Guardian, return by 731 

Gum. manufacturers' excise tax 
on 1144, ig69 

Hail, mutual companies, deduc- 
tions 780 

Harbor districts, taxability of in- 
terest on the obligations of 554 

Hatboxes. used by travelers, tax 
on 1394 

Hats, men's and women's, tax on, 

1401, 1402 

military, tax on 1873 

Head of family, personal exemp- 
tion of 665, 669 

Health insurance, taxability of 
amount received 552 

Hearses, automobile, tax on 1885 

Holding companies, consolidated 
returns 797 

Holiday, due date for filing re- 
turn 742 

Hook and ladder trucks, manufac- 
turers' excise tax on ' 1144 

Horticultural organizations, ex- 
emptions 750 

Hose carts, manufacturers' excise 
tax on 1136 

Hose, silk, tax on 1406 

surgical, no tax on 1874 

Humidors, manufacturers' excise 
tax on 1142 

Hunting garments, manufacturers' 

excise tax on 1155 

Ice cream, tax on 1331-1348 

Illegal transactions, losses in not 

deductible 589 

Illinois drainage districts, taxes 

for, deductible 587 

limited partnership as partner- 
ship 952 

Illness, extending time for filing 

return on ground of 737 

Illustrations, computation of ex- 
cess profits tax, 

811-815, 821, 824, 898, 902 
invested capital, when divi- 
dends exceed net income... 1122 
limitation of excess profits tax 817 
Impairment of capital, invested 

capital 872 

Import duties, deductions 586 

Improvements, as additional rent 

paid by the lessee 544 

deduction 580. 783 

mines, depreciation allowance, 

617, 640 
as income to landlord 544 
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oil and gas wells, deduction 

allowance 641, 642 

permanent, cost of not deduc- 
tible 785 

timber, depreciation allowance, 

643, 648, 649 
Inadmissable assets, computation 

of Sup. 8, 864 

invested capital 839-841 

War Finance Corporation 

Bonds 1031 

Income tax, corporations, credit 
against income prior to compu- 
tation of 787 

on corporations 745 

paid with treasury cert 2044 

reserve for 1918, of corp. hav- 
ing fiscal year 2183 

transfer tax not deductable 

from 1913 law 2187 

receipts, simulation of 1732 

Incorporation fees, not deductible 786 
Indebtedness, forgiveness of as 

taxable income 547 

Indemnity bonds, stamp tax on.. 2050 
Individual, election to be taxed 

as corporation 891 

income tax return, instructions 

for preparation of Sup. 5 

Individual returns Sup. 1, 721-727 

Information at source. actual 

owner of income 937 

alien employees in foreign 

countries, payments to 931 

annuities representing return 

of capital 931 

bills paid for merchandise. 

telephone, etc. , 931 

board and lodging of em- 
ployees 931 

branch offices 929 

brokers 927, 931 

corporations, payments to 931 

dividends 926 

fiduciaries 930 

foreign items 934-936 

interest, corporation obliga- 
tions 932 

United States obligations 931 
living quarters, value of .. 929. 931 
non-resident aliens, payments 

to 933 

ownership certificate 935, 936 

partnerships # - • 930 

payments, alien employees in 

foreign countries 931 

amount of $1,000 928, 929 

foreign corporations 933 

non-resident aliens 933 

soldiers and sailors 931 

personal service corporations.. 930 

rent , 931 

soldiers and sailors, payments 

to not in excess of $3,500. . . 931 

subcontractors 929 



substitute ownership certificate 936 

withholding tax 705-707. 710-715 

Inheritance and estate taxes, re- 
ceipt of Liberty Bonds in pay- 
ment of 431 

Inheritance tax law, government 

summary of changes p. 810 

Inheritances, excluded from gross 

income 553 

Inheritance taxes, not deductible 

from income 588 

Inheritance tax, Reg. 37 

paid by m Victory notes 2039 

receipt of Liberty Bonds for 1913 
Insane person, committee of, as 

fiduciary 958 

penalty for non-payment of 

tax 908 

return by committee 731 

Insolvency, bad debts 597 

credits of insolvent person .. 919 

Inspection of returns 938-940 

Installments, payment of taxes. 

886, 888, 903 
for fiscal year ending in 1918 1510 
Installment sales of personal 

property 538 

real estate, gross income.. 541, 542 
Instruments, professional, cost of 

not deductible 575 

Instructions for the preparation 

of form 1041 1451 

1065 1374-1376 

1120a 1548 

Insurance, allotments and allow- 
ances paid under War Risk In- 
surance Act, taxability of 552 

commission on premiums for. 

taxable income 528 

companies, deductions 779-783 

definition 955 

gross income of 769-771 

invested capital 882 

mutual, exemption , 759 

net additions to reserve funds. 

deduction of 780-783 

returns 792 

on life of officer or employee 
of corporation, deductibility 

of premiums 785 

on officers, invested capital.. 858 
policies, dividends on, as tax- 
able income 543 

foreign, stamp tax on, 1886-1900 
in favor of employees, pre- 
miums paid by employers, 

taxable income 529 

policies, proceeds of as taxable 

income to the insured 543 

proceeds of, gross income of 

corporation 762 

proceeds in excess of pre- 
miums paid to insured 552 

proceeds of upon death of in- 
sured not taxable .,.....,,,, 552 
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premiums, deductions, business 

expenses 572 

individuals, nqt deductible 660 
paid by employer, deducti- 
bility 663 

tax on issuance of, Reg. 58, 

- Sup. 27, 2192 
Intangible property, definition.... 835 

depreciation of 600, 2182 

expenditures on restored to 

invested capital 852 

invested capital, value of 

when paid in 863 

Interest, bonds, information at 

source 932 

constructive receipt of "550 

deduction by corporation 775 

capital, not deductible 584 

deduction by foreign corpora- 
tion 784 

Federal Land Bank and na- 
tional farm association 

bonds, taxability 555 

gross income, corporation 762 

gross income of non-resident 

aliens 569 

in case of tax-free covenant 

bonds 527 

individuals 583 

invested capital, 836, 837, 839, 841 
Liberty Bond and Victory 

Notes, exemption table, 1354-1356 
Liberty Bond, exemption in 

consolidation return 1478 

Liberty Bonds, determination 

of exemptions 1026, 2047 

illustration of the compu- 
tation of the tax on p. 166 

methods of determining tax 

on 367 

national farm loan association. 

taxability 555 

paid to carry tax free securi- 
ties not deductible 583 

notes receivable 530 

Postal Savings deposits, taxa- 
bility . 557 

savings bank deposits, con- 
structive receipt of 550 

State obligations, taxability . . 554 
received vs. interest accrued. 412 

tax 905 

United States obligations. 

credits 679, 687, 787 

deductions 583 

information at source 931 

taxability 557-562 

Victory Liberty notes 1027 

Victory notes, apportionment 

upon conversion 1512 

original subscription to 
for purposes of exemp- 
tion 1509 

War Finance Corporation 
bonds, credits .... 664, 679, 687, 787 



withholding 701-7uJ 

Interest tables, Victory notes p. 888, 889* 
Intermingled goods, loss in value 
of inventory 554 

Internal Revenue taxes, deduc- 
tions 536 

In transit privileges, export ship- 
ments 2091 

Inventories, cost 992 

dealers in securities 994 

deduction determined by 572 

depreciation, deduction 599 

farmers, gross income 534 

live stock 608 

losses, deduction 651-659 

market 993 

necessity 990 

obsolescence 591 

questions and answers about. 

, . 1486-1503 
valuation 99] 

where none are kept, cost of 

goods sold 573 

l-ivested capital, adjustments by 

way of additions 382, 391 

admissable assets 842 

affiliated corp. under 1917 law 

876, 881, 1916 

appreciation not included .... 1508 

Invested capital, bank deposits.. 838 

bonus stock 844 

borrowed capital 836. 837 

cancelled indebtedness to 

stockholder 837 

cash paid in, bonus stock 844 

changes during year 865 

computation 843, 866, 875, 881 

average invested capital .. 866 
illustration when dividends 

exceed net income 1122 

contracts 835 

deferred charges 842 

definition 843 

dividends 870 

effect on taxes for 1919, table 

of p. 235 

foreign corporations 883 

fractional part of year 867, 868 

goodwill 835 

illustration of the computation 

of Sup. 8 

impairment of capital 87' 

inadmissable assets, 

839-841, 846, 864 

computation 864 

War Finance Corporation 

bonds 1031 

insurance companies 882 

intangible property 835 

paid in, value of 863 

interest 836, 837, 839, 841 

market value of assets, March 

1. 1913 843 

measures of capital 875 
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method of determining avail- 
able net income 869 

organization expenses 842 

patents 835 

percentage of inadmissable 

assets 864 

personal service corporation, 
apportionment of in case 

partly 819 

possessions of United States, 

obligations 840, 846 

preferred stock 836 

pre-war adjustment on account 

of excise taxes 1123 

pre-war period, excise taxes. 1806 

when unnecessary 900 

purchase of stock 874 

re-organizations 889-893 

return for fractional part of 

year 868 

securities 836, 839 

special cases 884 

State obligations 840, 846 

subscriptions of publishing 

concern 838 

surrender of stock '873 

surplus, 
See Surplus and Undivided Profits 

tangible property 835 

tangible property paid in, evi- 
dences of indebtedness. .... 845 

inadmissable assets 846 

mixture of tangible and 
intangible property .... 847 
tangible property paid in, 

value in excess of par value 848 
undivided profits, 
See Surplus and Undivided Profits 

when unnecessary 900 

Investors, shrinkage in value of 

holdings, deductibility 592 

Iowa drainage assessments, deduc- 
tion 587 

Irrigation districts, assessments, 

deduction 587 

taxability of interest on the 

obligations of 554 

Ivory, articles made of, tax on 1312 

Jackets, smoking and house, tax 
on ...... 1399 

Jewelry, excise tax on 

Sup. 14, 1876-1879, 1908, 2140, 2190 

Joint adventure as constituting 
association or partnership ..... 954 

Joint ownership as constituting 
association or partnership .... 954 

Joint-stock associations, taxation 

of W 

companies as corporations .... 948 

definition 949 

distinguished from partner- 
ship 950 

Judgments, against United States, 

claims for refund under 924 



allocation of income from 

when deductible , 



548 
582 



Kimonas, tax on 1399, 1409 

Knives, manufacturers' excise 
tax on H49 

Lamps, tax on 1395 

Landlord and tenant, crop shares, 
tax on 534 

improvements by lessee, in- 
come to lessor 544, 580 

Leased property, income from 767 

Legal aid associations, exemp- 
tion 755 

Legal holiday, due date for filing 

return 742 

Lenses, manufacturers' excise tax 

on 1145 

Levee, assessments, deduction 587 

taxability of interest on the 

obligations of .'. 554 

Liability for tax, citizens 516 

losses, deductible by insurance 

company 779 

to tax, corporations 747 

Liberty Bonds, cost of advertis- 
ing deductible by corporation.. 773 
exemptions of interest, how 

determined 2047 

foreign corporations, exemp- 
tion 570 

illustration of the computation* 

of taxable interest on p. 166 

interest, computation 1026 

exemption in consolidated 

return 1478 

exemption table 1354-1356 

in payment of estate or in- 
heritance taxes 431 

methods of determining tax- 
able interest 367 

owned by non-resident aliens, 

taxability 571 

payment of estate and inheri- 
tance taxes with 1913 

payment of estate taxes with 1914 
taxability of interest on... 557-562 
Liberty Notes, Victory, exemp- 
tion of interest 1027 

Licenses, collection of foreign 

items 943 

depreciation deductions 600 

fees, automobile deduction ... 585 
Liens,* tax, enforcement of by bill 

in equity 912 

Life insurance companies, deduc- 
tions 779-781 

gross income of 770 

mutual, exemption 759 

policies, proceeds of gross in- 
come of corporation 762 

premiums, not deductible .. 660, 663 
paid by employer as tax- 
able income to employee 529 
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pre- 



552 



1154 

581 
608 
593 

534 
1870 



proceeds in excess of 
miums paid to insured 
proceeds of upon death of in 

sured not taxable 55? 

Light districts, taxability of in- 
terest on the obligations of .... 554 
Limitation, action to collect tax. 910 

excess profits tax 816, 817 

Limited partnership 952, 953 

taxation of 458 

Liquidation dividends, taxabil- 
ity 978, 979 

gross income of corporation in 768 
Liveries, manufacturers' excise 

tax on 

Live stock, cost of feeding as an 

expense 

depreciation deduction 

losses on 

protfis on sale of, taxable in- 
come 

Liveries, what are, tax on 

Living expenses, deduction 661 

Living quarters, furnished by em- 
ployer, information at source.. 931 

taxable income 529 

Loan association, exemption 753 

Lobbying expenses not deductible 

by corporation 773 

Local benefits, taxes for 585, 2188 

Local taxes, deduction 585 

Lodges, exemption 752 

Long-term contracts, ascertain- 
ment of gross income 532 

I^oss of residence by alien 674 

Losses, replacement fund 545, 546 

Lounging robes, tax on 1399 

Luxury tax Sup. 15 

Machinery, deduction of cost 581 

losses due to obsolescence.... 591 

from scrapping 591 

farm, depreciation deduction.. 608 

profits on sale of 534 

Macomber vs. Eisner p. 933 

Mailing lists, intangible property 835 

return by corporation 804 

Malley vs. Crocker 428 

Manufacturers excise tax 

Sup. 13, 1484, 1517, 1863-1872, 1907 2049 
certificate exempting sales 

from 1854 

truit juices, liability for tax 

on bottles of 2185 

tires, tubes, parts and accesso- 
ries to pay tax , 

Marine insurance companies, de- 
duction of payments into re- 
serves 779, 780 

Market, definition 993 

inventories 993 

value, ascertainment 980 

goodwill 537 

mineral deposits, deter 
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real estate sold in lots.... 
thing paid as compensa- 
tion for personal serv- 
ices 529 

timber, determination .... 644 
Marriage fees, taxable income... 528 

settlement as gift 553 

Married person, personal exemp- 
tion of 666, 669 

Maryland ground rents, deducti- 
bility 583 

Massachusetts trusts as associa- 
tions 428, 461 

Masses for the dead, sums paid 

for, taxable income 528 

Materials, cost of, as business 

expense 573 

Meals, deduction of expenses for 661 
Medicinal preparations, tax on, 

Sup. 15, 1438, 1880-1883 
Merchandising corporations as 
personal service corporations .. 962 

Merger, invested capital 889-892 

Method of accounting 524 

Messages, telegraph, telephone, 

etc., tax on Sup. 22 

Michigan limited partnership as 

partnership 95; 

Mileage, excess over actual ex- 
penses as income 66! 

Military service, allotments and 
allowances under War Risk In- 
surance Act 55: 

deduction of cost of equipment 

of officers 66 

Military service, salaries paid to 

employees in 57 

effect as to notice and demand 

for payment 90 

exemptions for soldiers 56 

extension of time for filing re- 
turns of persons in 74 

information at source as to 

payments to persons in ... . 93 
place for filing returns by per- 
sons in 74 

verification of returns by per- 
sons in 75 

Mineral deposits, excess profits 
tax, illustration of computation 

of tax 9f 

sale of, excess profits tax . . 91 
Mines, depletion, 

617-624, 626, 631-633, 635, 638, 8! 

depreciation deduction 5) 

deposits of minerals, surtax on 

sales 5: 

obsolescence 6- 

Mining, gold, computation of ex- 
cess profits tax & 

exemption from excess profits 

tax & 

Ministers of foreign governments, 

taxability of income of 5 

mination .". 621, 622 Minor, return of 72 
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Models, depreciation deduction... 605 
Mortgage debt, when property is 

bought in, no deduction 596 

Mortgage on property purchased 
by State, taxability of interest 

on 554 

validity of tax lien as to.... 912 

Motor busses, tax on 1884 

Motorcycles, manufacturers' ex- 
cise tax on 1138 

Motion picture films, tax on 

Sup. 19 
Musical instruments, manufactur- 
ers' excise tax on 1142 

Mutual hail and cyclone com- 
panies, deductions 780 

insurance companies, deduc- 
tions 783 

exemptions 759 

reserves, deduction 780 

savings bank, exemptions .... 751 

National farm association, divi- 
dends on stock of, taxability.. 555 
loan association, interest on 
bonds of, as taxability .... 555 

Naturalized citizen 517 

Naval service, allotments and al- 
lowances under War Risk In- 
surance Act 552 

deduction of cost of equipment 

of officers 660 

salaries paid to employees 

in 579 

effect as to notice and demand 

of payment 909 

exemption of sailors 566 

extension of time for filing re- 
turns of persons in 

information at source as to 
payments to persons in .... 
place for filing returns of per- 
sons in 

verification of returns by per- 
sons in 

Neckwear, tax on • • 

Net income, accounting methods 

affiliated corporations 802 

available, method of determin 



740 

930 

743 

726 

1405 

524 
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computation 522, 523, 692, 761 

definition of ,521, 761 

personal service corporation 
apportionment of in case 

partly 81° 

Net losses, allowance jw 

claim for allowance 996 

credits Jg6 

definition ^5 

scope ^ 5 

New Corporations, when to file re- 

turn for 224 

N. Y. Transfer tax, not deduct- 
ible from Federal report, 1913 

law 2187 



Nightgowns, tax on 1408 

Non-resident alien individuals, 

agent of responsible for tax 724 

beneficiary, return for 734 

credits 427, 669, 671-676 

deductions 659 

definition 672 

employees, payments, informa- 
tion at source 931 

entitled to exemption 570, 1917 

exempt income of 570 

gross income of 569 

income from United States 
bonds payable in foreign 

money 406 

taxability 571 

information at source 931, 933 

liability to normal tax 516 

personal exemption 422, 669, 670 

Porto Rico and Philippine Isl- 
ands 947 

rate of normal tax 515 

return by 408, 724, 734 

seamen, wages within United 

States 1550 

who are 672, 1019 

Non-resident foreign corporations, 

time for filing returns 740 

withholding 788 

Normal tax on individuals 51i 

Notary public taxability of 'ees 5^5 
Notes, compensation paid in, tax- 
able income 530 

invested capital 845 

Notice, accounting period or 

change therein 526 

additional assessment ........ 914 

decision of income tax unit.. 1005 

payment 903, 909, 914 

tax lien 912 

Obsolescence, deduction 591, 598-608 

patents 604 

mining property 640 

Occupational taxes, return and 

payment 1455 

Officers, army, cost of equipment, 

deductibility 660 

compensation of officers as de- 
ductions 572 

State, taxability of compensa- 
tion of 565 

Oil wells, depletion deduction 617 

excess profits tax on sale.. 901, 902 

manual for taxation of 1029 

Opera glasses, tax on 1317 

Orchards, cost of developing, de- 
ductibility 581 

Ore. depletion 617-624, 626, 631-633, 

635, 638, 851 
Organization, a study in business, 

Sup. 10 
expenses, invested capital.... 842 
Organs, manufacturers' excise tax 



on 
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Ownership certificate, foreign 

items 934-936, 943 

Ownership certificates withholding 

tax at source 704-709, 713-715 

acceptance by debtor corpora- 
tion and withholding agents 2138 
old and reversed forms 2139 

Paid, denfiition 970 

Paid-in surplus, invested capital 849 

Paintings, tax on 1300 

Pajamas, tax on 1406 

Parasols, tax on 1397 

Parcel post packages, stamp tax 

on 1701-1706 

Parlor cars, tax under trans- 
portation 1245, 1249, 1268 

Parents, returns 723 

Partners, credits allowed 679 

distributive shares of 678 

taxation or for fiscal year.... 680-683 
Partnership, association distin- 
guished 950 

computation of.net income.... 677 
constructive receipt of dis- 
tributive shares by partners 550 

corporation 948 

credits of partners 679, 683, 

717-720, 1003 
election to be taxed as cor- 
poration 891 

foreign, liberty bond exemp- 
tions 570 

income from 358 

liberty bond exemptions, in 

case of 562, 570 

limited partnership 458, 952, 953 

net income and invested capi- 
tal of predecessor 890 

readjustment of interests 989 

receivers, returns 733 

return, instructions for prep- 
aration of 1374-1376 

returns 677-681, 728, 729 

extension of time for filing 

1504, 1805 

taxation of °77 

Passage tickets, stamp tax on. 1664- 1671 
Patents, deductibility of damages 
for infringement as of what 

time 582 

depreciation deduction ..600-604, 855 
infringment, damages for as 

gross income 548 

intangible property 835 

invested capital 835, 853, 855 

profit on sale of 536 

royalties as taxable income... 544 
Patterns, addition to surplus ac- 
count of amounts expended for 852 

depreciation deduction 605 

Pay of retired employees, taxable 

income 528 

Payment, excess profits taxes, 

886-880, 903 



occupational taxes 1455 

Payment of taxes 903, 904, 909 

Payment of taxes 903, 904, 909 

at source 788 

certificates of indebtedness... 1009 

compromise 913 

demand for> 909 

discharged checks 1012 

estates and trusts 695 

fractional part of cent 1008 

installments 886-888, 903 

installments for fiscal year 

ending in 1918 1510 

interest 905 

medium 1 009- 101 2 

notice and demand 903, 909, 915 

penalty for non-payment 908 

persons abroad, extension.... 1473 

receipts 916 

times of for fiscal year end- 
ing in 1918 413 

two persons by one check, pro- 
cedure 1011 

uncertified check 1011 

Payments, aliens, non-residents, 

information at source 933 

employees, information at 

source 931 

corporations, information at 

source 931 

foreign corporations, informa- 
tion at source 933 

information returns 928 

interest 905 

non-resident information at 

source 933 

rent, information at source... 931 

Pearls, tax on 1311 

Penalties, compromise of 913 

disclosure of returns 941 

Penalties, failure to file return... 906 

non-payment of tax 908 

specific 925 

understated return 907 

Pennsylvania ground rents, de- 
ductibility 583 

limited, partnership as corpo- 
rations 953 

Pens, fountain, tax on 1878 

Pensions, deductibility 579 

taxable income 528 

Period covered by return 735 

accounting 525 

change in : 526 

computation of net income... 522 

Person, definition 948 

Personal effects, depreciation on 

not deductible 599 

Personal exemption, date deter- 
mining 668 

head of family 665,669 

married person 666, 669 

nonresident aliens 407, 422 

Personal expenses, deductibility, 

660, 661 
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Personal property, sale on the in- 
stallment plan 528 

Personal service corporation re- 
turn, instructions for prepara- 
tion of 1374-1376 

taxed as ordinary corporation 1358 

capital 968, 969 

computation of income 684 

definition 960-969 

dividends 971-973 

excess profits tax <819-821 

exclusion of certain corpora- 
tions 961 

income from 359 

liberty bond exemptions in 

case of 562 

returns 793, 926 

returns, fiscal year, extension 

of time for filing 1504, 1805 

returns for fiscal years ending 

in 1918 684, 685, 688-691 

services rendered , 962, 963 

stockholders' activities 964-067 

Personal services, compensation 

for taxable income 528 

compensation paid for as a de- 
duction 576 

Petticoats, tax on 1409 

Philippine Islands, income tax 

in 945-947 

Piano players, manufacturers' ex- 
cise tax on 1142, 1867 

Picture frames, tax on 1392 

Pipes, manufacturers' excise tax 

on 1152 

Place for filing corporation re- 
turns 804 

filing returns 743 

Playing cards, stamp tax on.. 1034, 1770 

Pocketbooks, tax on 1395 

Policies, foreign insurance, stamp 

tax on 1886-1900 

tax on issuance of Sup. 27, 2192 

Political contributions, not de- 
ductible by corporation 773 

Political Subdivision, definition.. 554 

interest upon obligations 554 

profit from contract with, as 

taxable i ncome 5?3 

Porcelains, art, tax on 1102 

Port improvement districts, tax- 
ability of interest on the obli- 
gations of 554 

Porto Rico, income tax in 945-947 

Possessions of United States, 
credit for taxes paid or accrued 

to 679, 945-947 

definition 718 

exemption of income 564 

obligations, invested capital. 

840, 846 

status of citizens 944 

Postage not a tax 585 

Postal savings deposits, taxabil- - 
ity «f interest on 557 



Poultry-raising corporation, ex- 
emption 75Q 

Powers of Atty. stamp tax on 
D . . 1680-1699, 2050 
Preferred stock, invested capital 836 
vs. bonds and notes in financ- 
ing corporation 1464- 1469 

Premium coupons and trading 
stamps, reserve for redemption 



of 



568 



given as, 



1384 



Premiums, articles 
tax on 

business insurance, deduct 

. ,blht y 66.1 

insurance, deductions, busi- 
ness expenses 572 

insurance, life or officer or 
employee of corporation, de- 
ductibility 785 

gross income of insurance com- 
panies 7fio 

paid by employer on health 
policy, taxable income of 

employee 529 

Presents, excluded from gross 

income 553 

Pre-war figures, when they need 

not be submitted 401 

Pre-war period, definition " 82f. 

invested capital, excise taxes, 

affiliated corporations 881 

reorganizations 889, 890, 892 

when unnecessary 900 

net income, computation 823 

when unnecessary 900 

war profits credit 827-831 

Privilege taxes, deductions 586 

Proceeds of life insurance policies 

gross incomes of corporation 762 

Products, farm, shrinkage in 

value of, deductibility 593 

Professional expenses 575 

Profit sharing contracts 1458-1463 

Profits, unreasonable accumula- 
tion of by corporation 698-700 

Profits taxes, paid with Treas. 

Certificate 2044 

Promissory notes, compensation 

paid in as taxable income 530 

invested capital 845 

stamp tax on 1590-1616 

Proof of exemption by corpora- 
tion 749 

Propaganda expenses, not deduct- 
ible by corporation 773 

Property, appreciation in value of 

not net income 523 

compensation for loss of as 

gross income 545 

destroyed, replacement of 545-546 

exchanges of, determination 

of pain or loss., 982-988 

exchanges for stock 2135 
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given in compensation of 

services, as taxable income 529 
payment for by means of sal- 
aries 576 

sale of on installment plan.. 538-542 
taken for debt, invested capi- 
tal 859 

Proxies, stamp tax on 1672- 1679 

Public utilities, earnings, taxable 

income v 564 

Pullman cars, tax under trans- 
portation 1245, 1249, 1268 

Pumps, men's, women's, etc., 

tax on 1404 

Purchasing agents, exemption 760 

Purses, tax on 1395 

Radio messages, tax on Sup. 22 

Railroad fares, tax under trans- 
portation Sup. 14 

Railroad fares, deductible 661 

Railroad, tax on. 748 

Rates of tax on corporation 746 

corporations for 1919, table of p. 235 

dividends 527, 971, 976 

excess profits tax 807-809 

fiscal year with different... 998- 1002 
individuals for 1919, table of p. 233 
normal tax on individuals.... 515 
parts of income subject to 
rates for different years. 1003, 1004 

surtax 519 

reduced by Interstate Com- 
merce Commission taxes paid 

rebated 2048 

withholding 414 

Rates, withholding... 414, 1020-1022, 1030 
Real estate, exemption of corpo- 
rations organized to buy and 

sell 757 

sale of in lots, gross income 539 
sale on installment plan, gross 

income 540, 541, 542 

taken for debt, invested 

capital 859 

Rebates, claims in abatement for 1496 

deduction 651-658 

Receipt basis of computation of 

net income 523 

Receipts, income tax, simulation 

of 1732 

for tax payments 916 

Receiver, returns by 733, 791 

Receivers, taxability of commis- 
sions 565 

Reclamation districts, taxability 

of interest on the obligations of 554 
Reconciliation of net profit per 

books with taxable net income. 375 
Records, accounting, necessity of 

maintaing 524 

Records of sales of articles sub- 
ject to excise tax 1516 

used in connection wjjf] musi- 



cal instruments, manufactu- 
rers' excise tax on 1142 

Red Cross gifts by corporations 

not deductible 1457 

Redemption of trading stamps and 

premium coupons, reserve for. . 568 
Refunds, filing claims for losses 

in inventory 656 

claims for, procedure 1730 

judgments 924 

erroneous collection 582, 922-924 

excess profits taxes 850 

filing claims for 924 

penalties, affidavit 922 

personal service corporation.. 685 
redetermination of amortiza- 
tion allowance 614,615 

taxes, affidavits 922,924 

Regulations No. 43 (revised), Part 

1. Tax on admissions Sup. 21 

Part 2. Tax on dues Sup. 12 

Reg. 37, Estate Tax 
Regulations 40, stamp tax on 
issues, sales and transfer of 

stock Supp. 29 

Regulations 45, Sup. 11, 1359-1373 
1513, 1551, 1733, 2051-2053, 2136, 2188, 2189 
No. 45. Income tax and war 
profits and excess profits 

tax Sup. 11 

important changes 1359-1373 

No. 46. Tax on employment 

ot child labor...., 1040-1052 

No. 47. Tax on sales by man- 
ufacturers Sup. 13 

Reg. 47, changes in 1484, 1517, 

1863-1872, 1907, 2049 
No. 48. Excise taxes on works 

of art and jewelry Sup. 14 

Reg. 48, modified ....1876-1879, 1908, 2190 
No. 49. Collection of tax on 
transportation and other 

facilities Sup. 14 

modification 1905 

No. 50. Capital stock tax.. Sup. 13~ 
No. 51. Excise taxes on toilet 
and medicinal preparations, 

Sup. 15 

modification 1438, 1880-1883 

No, 52. Tax on soft drinks 
and other beverages sold in 
bottles or closed containers, 

1349-1352, 1859 
No. 53. Tax on soft drinks, ice 
cream and similar articles 
sold at soda fountains or 
similar places of business, 

1331-1348, 1860-1862 
No. 54. Excise taxes on sales 
by dealer of wearing ap- 
parel, etc 1379-1421 

No. 55. Stamp taxes Sup. 20 

Rcj. 55, modified, 1857, 1886*1900, 

2050, 2093 
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No. 56. Collection of tax on 

motion picture films Sup. 19 

No. 57. Tax on telegraph, tele- 
phone, radio and cable 

facilities Sup. 22 

Reg. 58, tax on issuance of insur- 
ance policies Sup. 27, 2192 

Regulations, promulgation of 1013 

Release of excess taxes with- 
held 712 

Religious corporations, exemptions 755 
Religious workers, gifts or con- 
tributions to, as taxable income 528 
Removal of buildings, deduct- 
ibility of loss... 590 

Renewals, charged against depre- 
ciation reserve 524 

Rent, annuitant's income 543 

apportionment of when resi- 
dence is used for business.. 660 
deductions, business expenses S72 

information at source 931 

and royalties, gross income... 544 

gross income, corporation 762 

gross income of nonresident 

aliens 569, 570 

ground, of Maryland, Penn- 
sylvania, deductibility 583 

lump sum, deduction of 580 

unpaid, bad debt 595 

withholding tax at source 702 

Reorganization, exchange of 

stock for stock 2136 

Reorganizations, invested capital 

889-893 
Repairs, assessments for, deduct- 
ibility 587 

deduction of cost 524, 572. 

574 580, 581, 783 

jewelry, tax on 1879 

Replacement fund, for lost or de- 
stroyed property 546 

Replacement, of property de- 
stroyed 545-546 

Replacements, deduction of ex- 
penditures for 574 

fund for loss ._ 545 

Reserves, contingent liability of 

banks not deductible 778 

depletion, invested capital.... 856 
depreciation, charges against 
for permanent repairs or re- 
placements .524, 574 

dividends on deferred individ- 
ual policies not deductible.. 780 
income and excess profits 

taxes, invested capital 857 

insurance companies, not de- 
crease as gross income.... 769- 780 
redemption of trading stamps 

or premium coupons 568 

Reserve funds, of insurance com- 
pany, deduction of net addi- 
tions to 780-783 



insurance companies, invested 

capital 882 

Reservoirs and ditch company, 

local, exemption 759 

Residence used for business pur- 
poses 660 

certificate of, claim by aliens 1807 

certificate of, corporation 788 

depreciation on, not deductible 599 
loss on sale of not deductible. 589 
insurance on as personal ex- 
pense 660 

of alien, proof of 673,675 

loss by alien 674 

Resident aliens, who are 1018 

corporation, definition 956 

Retired pay of Federal and other 

officers, taxable income 528 

Retirement of bonds, gross in- 
come of corporation 765 

Returns, accounting period 

changed 526, 735 

affiliated corporations 796-803 

agents ..., 722, 724 

amendment 532, 582 

amortization claims 614. 616 

brokers 927 

capital stock tax 1904 

consolidated 1806 

tentative 1806 

consolidated, apportionment of 

tax 2137 

consolidated corporation 796-803 

corporation, a practical illus- 
tration of the preparation 

of Sup. 8 

fiscal year, instructions for 

the preparation of, 1548 

corporations, in general.. 790- 795, 899 

correction 1472 

corporations, fiscal year 223 

instructions for the prep- 
aration of Sup. 6, 1123 

new, when to file 795 

place for filing 804 

receivership 733 

time for filing 804 

disclosure, penalties 941 

dividends ... ; 725 

enemies, extension of time 741 

extension of time 738, 741 

failure to file when tentative 

filed 2189 

fiduciary 730-734 

instructions for the prep- 
aration of 1451 

fiscal year differing from cal- 
endar years 417 

fiscal year, extensions of time 

for filing 1504 

fractional part of year 735 

individuals 721-727 

extension 221 

instructions for preparation 
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. , of ; Sup. 1. 5 

information at source. See in- 
formation at source. 

inspection of 938-940 

minor 723 

nonresident aliens 408 

beneficiary 734 

by or for nonresident aliens.. 424 
occupational taxes, when due 1455 

partnership 728, 729 

partnerships, extension of 

time for lifing. 1805 

partnership and personal serv- 
ice corporation, instructions 

for preparation of 1374-1376 

penalties, disclosure 941 

failure to file 906, 925 

understated return 907 

period covered by 525 

personal service corporations . 793 

persons abroad, extension 1473 

place for filing 743 

receiver 733 

special cases 900 

summary of 1450, 1476, 1536, 

1853, 1902 

tentative 738 

time for filing 736-742 

time for filing by taxpayers 

residing in Alaska 421 

understatement in 744 

undistributed profits tax 1479 

verification of 726 

when accounting period 

changed 735 

when collector may make 904 

when last due date falls on 

Sunday or legal holiday 742 

where two trusts 732 

withholding tax at source, 

704, 710, 713, 716 
Revocable trusts, income of 

grantor 692 

Riding habits, manufacturers' 

excise tax on 1155 

Rights, stock, profit on sale of.. 535 
Road districts, taxability of in- 
terest on the obligations of 554 

Robes, bath and lounging, tax on 1399 

Royalties, gross income 544, 762 

gross income of nonresident 

aliens 569 

Rugs, tax on 1391 

Rulings on abstract propositions 
denied" by Revenue Bureau 2045 

Sailors, payments to, information 
at source ,. 931 

Sailors and soldiers, 

See Army and Navy. 

Salaries of proprietors and cor- 
poration officials, effect of on 
form of organization p. 242 

Salary paid to proprietor, effect 
on form of organization 474 



State officers and employees, 

exempt 1474 

Salaries. See compensation. 

State officers and employees, 

exempt 1474 

Sales agents, exemption 760 

Sales, articles subject to excise 

tax, records of 1516 

assets, calculation of loss 589 

basis for determining gain or 

, los s 980-988 

bonds, gross income of cor- 
poration 765 

bottled fruit juices, liability 

of manufacturers for tax 2185 

capital stock, gross income.... 763 
capital "assets, loss on de- 
ductible 774 

future delivery, stamp tax on 

Supp. 29 

loss on not deductible 776 

goodwill, prot fion 537 

manufacturers, tax on Sup. 13, 

1484, 1517 
mineral deposits, surtax on.. 520 
installment plan, personal 

property 538 

real estate 541, 542 

patents and copyrights; profits 

on 536 

property acquired by gift.... 981 

stock and rights, profit on 535 

stock received as dividends.. 977 
Salesmen, commissions of taxable 

income 528 

traveling, deduction of ex- 
penses 661 

Salvage value 591 

in determining gain or loss on 
discarded machinery 607 

Sample rooms for salesmen, rent 
of deductible 661 

Samples, medicine ,given away, 
tax on ]880 

Sayings bank, mutual, exemp- 
tions 751 

Schedules, form 1120. Illustra- 
tions for preparation of, explan- 
ation H23 

preparation of 370 

School districts, taxability of in- 
terest on the obligations ot.... 554 

Scientific corporations, exemptions 755 

Scrip dividends 974 

interest on deductible 775 

Sculpture, tax on 1299 

Seamen, alien, when to be re- 
garded as residents 155J 

Securities, cost of, includes com- 
missions 662 

dealers in, definition 994 

inventories of dealers in 994 

invested capital 839 

Securities, shringage in value of, 
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deductibility 592, 597 

worthless, bad debts 597 

Selling expenses, deductions, busi- 
ness expenses 572 

Semi-luxury tax Sup. 15 

Separation agreement, allowances 
based on, not taxable income.. 553 

deductibility : 660 

Serums, tax on 1878 

Services, personal, compensation 

paid for as a deduction 576 

Sewer districts, taxability of in- 
terest on obligations of 554 

Shades, lamp and sun, tax on, 

1396, 1397 
Shipwreck, losses arising from 

deductibility 589 

Shirts, tax on 1407 

Shoe buckles, tax on* 1878 

Shoes, tax on 1404 

Sickness, extending time for fil- 
ing return on ground of 738 

insurance or damages received. 

taxability 552 

return by agent where tax- 
payer ill 722 

Side cars for motorcycles, manu- 
facturers' excise tax on 1138 

Silk hose and stockings, tax on.. 1406 

Slippers, tax on 1404 

Slot machines, manufacturers' ex- 
cise tax on 1153 

Smoker's articles, manufacturers' 

excise tax on 1152 

Soaps, manufacturers' excise tax 

on 1158, 1872 

Social clubs, exemptions 758 

Societies, fraternal and bene- 

ficiarv, exemptions 752 

Soft drinks, tax on 1331-1352 

Soldiers, payments to, informa- 
tion at source 931 

Soldiers and Sailors, 

See Army and Navy 

Source, income, effect as to nom- 
inal tax liability 516,747 

payment of tax at 788 

information at 

See information at source 
within U. S., wages of non- 
resident alien seamen 1550 

withholding tax. 

See withholding tax at source 
allocation, net income to par- 
ticular source 810 

Special assessment, districts, tax- 
ability of interest on the obli- 
gations of 554 

Special taxes 1884, 1885 

Specific exemption, excess profits 

tax, apportionment of 825 

Spectacles, tax on 1878 

Speedometers, manufacturers' ex- 
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cise tax on 1141 

Sporting goods and games, 
manufacturers 'excise tax on.. 1143 

Stamp taxes, deductions 586 

Stamp taxes Sup. 20, 

1857, 1886-1900 
bonds, indemnity and surety 2050 
issues and transfers of stock, 

Supp. 29 
products for future delivery Supp. 29 
Stamps, trading, reserve for re- 
demption of 568 

States, contracts, profit of inde- 
pendent contractor, taxable in- 
come 533 

employees, taxability of com- 
pensation of 565 

income of, taxability 564 

income taxes, accrued, deduct- 
ible 1028 

inspection of returns 939 

insurance department, profit 
and income reported to, as 

gross income 767 

insurance department, sub- 
mission of copy of report 
with return of insurance 

company 79? 

interest upon obligations of 

taxability 554 

State officers, salaries of exempt 1474 
taxability of compensation of 565 
Staterooms, tax on, under trans- 
portation 1249, 1268 

Statistics of income 942 

Statuary, tax on 1301 

Steamship fares, tax under trans- 
portation Sup. 14 

Stock, bank, tax on paid by 

bank not deductible ^ 777 

bonus, effect on invested capi- 
tal 844 

capital, conveyance by corpo- 
ration to owner 1654 

capital, loss on sale of not de- 
ductible 774 

capital stock tax, regulations, 

Sup. 13 

capital stock tax on 1506 

consolidated returns 1806 

dissolution of corporation. 1809 

tentative returns 1806 

compensation in, contingently 

credited to employees 549 

cost of, to holding company. 786 
disclosure of actual owner.... 725 
dividends, effect on invested 

capital 871 

rates of tax for different 

years 1004 

taxability 974-977 

effect of capital stock tax on 

form of organization 496 

exchanged for stock 1549, 213C 
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foreign corporations dividends 

on 1911 

inadmissable assets 839 

profit on sale of 535 

purchase of effect on invested 

capital 874 

received as bonus with bonds, 

profit on sale of 535 

regulations, capital stock tax, 

Sup. 13 

sale of, gross income 763 

shrinkage in value of, de- 
ductibility 592 

stamp tax on issues, sales and 

transfers Supp. 29 

surrender of effect on invested 

capital 873 

tax on profit fsom sale of. 

illustration 484 

when compensation is paid in, 

taxable income 529 

Stockholders, assessments to be 

paid by, not an expense 662 

contributions by, gross income 

of corporation 764 

inspection of corporation re- 

, turn 940 

personal service corporation, 

taxability 687-691 

profits taxable to 698-700 

tax on profit from sale of 

stock, illustration 484 

Stockings, tax on 1406 

Stones, precious or semi-precious, 

tax on 1311 

Storms, losses arising from, de- 
ductibility 589 

Subscription lists, intangible 

property 835 

Subscriptions, publishing house, 

invested capital .^ 838 

Subsidiary corporations, income 

included in consolidated returns 797 
Substitute ownership certificates, 

707, 710, 936 

Suit cases, tax on 1394 

Suit, collection of tax 910,924 

Sunday, due date for filing return 742 

Sunshades, tax on 1397 

Supports, abdominal tax on 1875 

Surety bonds, stamp tax on 2050 

Surety companies, deductions.... 779 
Surplus and undivided- profits, 
additions to surplus account. 852, 853 

current profits 862 

depletion allowance 851 

reserve 850 

depreciation allowance 851 

reserve 850 

discount reported by bank... 861 

discount sale of bonds 860 

earned surplus 850 

insurance on corporation offi- 
cers 858 

paid in surplus 849 



patents 855 

property paid in and subse- 
quently written off 854 

property taken for debt 859 

reserve for depletion and de- 
preciation 856 

reserve for taxes 857, 2183 

income and excess profits 

taxes 857 

Surplus, distribution of, effect on 

form of organization 479 

paid in, impairment of, effect 

on invested capital 872 

Surrender value of insurance 

policy 567 

Surtax 518-520 

chart of p. 233 

liberty bonds, interest on.... 559 

Table A, tazle of taxes on the 
income of individual for 1919.. p. 233 

B, income and excess profits 

tax on corporations for 1919. p. 235 

C, effect of salaries of pro- 
prietors and corporation offi- 
cials on form of organiza- 
tion p. 242 

D, principal forms of busi- 
ness associations p. 243 

showing amounts of surtax 519 

Talking machines, manufacturers' 

excise tax on.. 1142 

Tangible property, definition 835 

Taxable period; termination of . . . . 915 

year, definition 970 

Taxation of oil and gas wells, 

* manual 1029 

Taxes, admissions Sup. 21, 1903 

automobile, license fee, deduc- 
tion 585 

beverages 1331-1352, 1859-1862 

business, deductions 586 

California irrigation assess- 
ments, deductions 587 

capital stock tax ,. . Sup. 13 

carriers to make rebate when 
rates are reduced by Inter- 
state Commerce Commission 2048 
child labor, employment of, 

1040-1052 

credits 801 

credits against tax due 717-720 

customs duties, deductions.... 586 
deduction by foreign corpo- 
ration 784 

nonresident alien individual.. 659 

deduction for 585 

drainage district assessments, 

deduction 587 

dues Sup. 12 

estate and inheritance, pay- 
ment with Liberty Bonds.. 1913 
estate tax flat charge upon net 
estate 1514 
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excise, deductions 586 

Federal deductions 585, 586 

foreign countries, deductions. 585 

ice cream 1331-1348 

import duties, deduction 586 

inheritance, deductions 586 

internal revenue, deductions, 586, 588 
irrigation assessment, deduc- 
tions 587 

issuance of insurance policies, 

Reg. 58 Supp. 27, 2192 

jewelry Sup. 14, 1876-1879 

license, deductions 586 

local, deductions 585, 587 

local benefits, deductibility... 2188 
manufacturers 'excise taxes, 

Sup. 13, 1484, 1863-1872, 1907 
medicinal articles.. Sup. 15, 1880-1883 

motion-picture film Sup. 19 

paid by tenant, gross income 

of landlord 580 

postage, deductions 585 

privilege, deductions 586 

rates of, on corporations 746 

repairs, assessments, deduc- 
tions 587 

sales by dealers of wearing 

apparel, etc Sup. 15 

sales by manufacturers 1517 

soft drinks and beverages 

sold in containers 1349-1352 

soft drinks, ice cream and 

similar articles 1331-1348 

special assessments, deduc- 
tions 587 

special taxes under occupa- 
tions law, return and pay- 
ment 1455 

stamp taxes .. Sup. 20 

State .,585, 5888 

State income taxes accrued.. 1028 

tariff duties, deductions 586 

toilet and medicinal prepara- 
tions Sup. 15, 1438 

transportation and other facili- 
ties Sup. 14, 1905 

wearing apparel.. Sup. 15, 1873-1875 
works of art and jewelry, 

Sup. 14, 1908 
Tax-free covenant bonds, effect 

illustrated 1361 

bonds, effect on corporation.. 776 
clause in bonds, withholding 
tax at source.. 703- 707, 710-715, 788 

income from 1910 

relief of corporations when 
bonds owned by non-resi- 
dents 2189 

Taxpayer, definition 948 

T. D. 2797, time for payment of 
taxes for fiscal year ending in 

1918 

2805, affiliated corporations 
with different fiscal years.. 



413 
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2810, time for filing returns 
extended for taxpayers re- 
siding in Alaska 421 

2811, allowance of credits to 
nonresident employees 427 

2815, returns of income for 

nonresident aliens 42' 

2836, tax exemption on Liberty 
bonds and Victory notes, 1534-135^ 

2843, salaries of State em- 
ployees exempt 1474 

2844, extension of time for fil- 
ing return of persons abroad 1473 

2847, contributions to charity 
not deductible by corpora- 
tion 1457 

2849, mining and oil sched- 
ules attached to return 1472 

2850, certificates of indebted- 
ness in payment of income 

and excess profits taxes... 1482 

2851, uncertified checks in 
payment of taxes 1483 

2852, modification of tax on 
sales by manufacturers.... 143* 

2856, extension of time for fil- 
ing fiscal year returns of 
partnerships and corpora- 
tions 1504 

2857, original subscription to 
victory notes 1505* 

2859, amortization of war 
plants 1513 

2860, decisions on manufactu- 
rers' excise tax 1516 

2865, interest on Victory notes 1512 

2869, when alien seamen are 
residents 1550 

2870, exchange of stock for 
other stock of no greater 

par value 1549 

2871, claims for refund or 
abatement 1730 

2873, computation of net in- 
come 1733 

2874, simulation of income tax 
receipts 1732 

2875, income tax on nonresi- 
dent aliens, court decision.. 1801 

2878, receipt of Liberty bonds 
for estate or inheritance 
taxes 1802 

2876, corporation excise taxes 
under the law of August 5, 

1909 1803 

2882, corporation excise taxes 
under the law of August 5, 

1909 1804 

2883, extension of time for fil- 
ing partnership and per- 
sonal service corporation 
returns 1805 

2889, transportation tax 1905 

2891. stamp taxes 1886-1900 
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2892, list of countries grant- 
ing personal exemption.... 1855 

2893, synopsis of decisions on 
excise taxes 1856-1884 

2896, corporation excise taxes, 
law of Aug. 5, 1919, court 
decision 1901 

2897, sales to governmental 
subdivisions not exempt 
from tax 1906-1908 

2898 Receipt of Liberty bonds 
for estate and inheritance 
taxes 1913 

2900, stamp tax on bond to 
secure U. S. against lost in- 
surance check 1913 

2901, invested capital of affili- 
ated corp 1916 

2904, receipt of 4f£ Victory 
Notes for estate and inheri- 
tance taxes 1914 

2906, nonresident aliens en- 
titled to exemption 1917 

2907, income and profits taxes 
paid by Treas. Cert 2044 

2908, tax on beverages 2043 

2913, stamp tax on indemnity 

and surety bonds 2050 

2915, manufacturers excise tax 2049 

2916, timber, fair market value 

and quantity 2051 

2917, in transit privileges, ex- 
port shipments 2091 

2919, stamp taxes on bonds of 
indebtedness 2093 

2920. relief for domestic cor- 
porations in case of tax free 
covenant bonds owned by 
nonresident aliens 2092 

2922. exemption of nonresi- 
dent alien 2135 

2923. withholding agents and 
debtor corporations author- 
ized to accept old forms of 
ownership certificates 2138 

2924. exchanges of property for 
stock and stock for stock.. 2136 

2928, exemption of exports, uses 

of certificates 2141 

2929, depreciation of intangible 
property 2182 

2930, exemption of fire engines 
from tax 2184 

2931, surplus and undivided 
profits; reserve for 1918 taxes 2183 

2932, liability of manufacturer 
for tax and fruit juices 
bottled 2185 

2933, deductibility of N. Y. 
transfer tax under 1913 law 2187 

2935, failure to file return 
where tentative return has 
been filed 2189 

2936. tax on jewelry and works 

of art 2190 

XXX 



2937, deductibility of taxes for 
local benefits 

2938, tax on insurance issued 
abroad 

Telegraph messages, tax on Sup. 22 

Telephone clearing association, 

exemptions 759 

messages, tax on Sup. 26 

Tenant, depreciation deduction.. 580 
Tennis balls and rackets, manu- 
facturers' excise tax on 1143 

Tentative capital stock tax re- 
turns 1806 

returns 738 

corporations 222 

individuals 221 

Territory, income of, taxability.. 564 
interest upon obligations, tax- 
ability 554 

Theatrical costumes, deprecia- 
tion, deduction 599 

Theft, loss from occurring in 
previous year, deductibility, 

582, 589, 659 
Thermos bottles, manufacturers' 

excise tax on 1151 

Tickets, admissions, tax on Sup. 21 

passage, stamp tax on ... 1664-1671 

Timber, depletion 643-649 

determination of fair market 

value 2052 

quantity, determination of 2053 

Time for filing corporation re- 
turns 804 

returns 736-742 

Tips, taxable income 528 

Tires, automobile, manufacturers' 

excise tax on 1139 

Titile to property, cost of de- 
pending 662 

Toilet cases, fitted, tax on 1394 

preparations, tax on.. Sup. 15, 143fr 
soaps, manufacturers' excise 

tax on 1158, 1872 

Toys, manufacturers' excise tax 

on 1143 

Tractors, manufacturers' excise 

tax on 1136, 114' 

Trade brands, marks, and names, 

depreciation, deduction 600 

Trading corporations as personal 

service corporations 96if 

Trading stamps, reserve tor re-. 

demption of 56K 

Trained nurses, associations, ex- 
emption 755 

Trains, chartered, tax under 

transportation 1246, 1249 

Transfer tax, N. Y. not deduct- 

able from return 1913 law 2107 

Transients, who are 672 

Transportation, collection of tax 

on Sup. 14, 1 

corporations tax on 7 

Traveling bags, tax on 1394 
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raveling expenses, deductibility 661 
easury Cert, received for in- 
come and profits taxes 2044 

Treasury stock, definition 763 

resale 763 

Trunks, tax on 1393 

Trustees in bankruptcy' of cor- 
poration, returns 791 

in dissolution of corporation, 

returns 791 

Trusts and estates, income from 360 

Trusts, associations distinguished 951 

beneficiaries taxed 693, 695, 696 

common law trusts as as- 
sociations 949 

credits 697 

exemptions 755 

fiduciary defined 958, 959 

inspection of return 938 

Liberty bond exemptions in 

case of 561 

normal, tax liability 516 

returns 692-696 

returns in case of two trusts 732 

taxability 693 

taxed to beneficiaries 696 

withholding tax at source 714 
time for filing return when 

terminated 737 

Two persons' taxes paid by one 

check, procedure Mil 

Umbrellas, tax on 1397 

Uncertified checks, payment of 

tax 1001 

Uncollectible taxes, abatement of, 

917, 919 
Uncompleted contracts, ascertain- 
ment o~f gross income 532 

Understated return, penalty 907 

Understatement in returns 744 

Underwear, tax on 1407 

Undistributed profits, effect on 

form of organization 483 

Undistributed profits tax return. 1479 
Undivided profits, 

See surplus and undivided profits 

reserve for taxes of 1918 2183 

Unearned discount 412 

United Press franchises, intan- 
gible property 835 

United States bonds, owned by 

nonresident aliens, taxability 571 

bonds payable in foreign 
money, inncome of nonresi- 
dent alien from 406 

credits of interest on obliga- 
tions of .664, 669, 679, 689, 787 

obligations, information at 

source 931 

interest on as credits 787 

invested capital 839 

taxability of interest on. 557-562 
possessions, status of citizens 945 



Universities, taxability of sal- 
aries paid from Smith-Lever 
Act funds 565 

Unorganized corporations, returns 621 

Unreasonable accumulation of 
Profits 698-700 

Useful value, loss of 591 

Vaccines, tax on 1883 

Valises, tax on 1394 

Valuation of assets upon reor- 
ganization 893 

Valuation, inventories 991 

Value, fair market, ascertain* 

ment 980 

goodwill 537 

mineral deposi ts 621, 622 

product received in exchange 
for farm produce, gross in- 
come 534 

real estate sold in lots 539 

thing paid as compensation 

for personal services 529 

timber 644 

Verification, returns 726 

Victory bonds, interest, exemp- 
tion table 1354-1356 

Victory notes, exemption of inter- 
est 1027 

interest, apportionment upon 

conversion 151? 

interest tables p. 888, 889 

original subscription to, for 

purposes of exemption 1509 

payment of estate taxes 1914 

receipt of for estate and in- 
heritance taxes 2039 

Wages, unpaid, bad debts 595 

Waists, tax on 1409 

Waistcoats, men's, tax on 1400 

Watches, tax on , 1313 

Water districts, taxability of in- 
terest on the obligations ot.... 554 
War Finance corporation bonds, 

inadmissable assets 1031 

interest on, as credits, 

664, 679, 687, 787 

nonresident aliens 570 

returns 722 

War plants, amortization of 1513 

War profits credit 827-831 

War profits tax, 

See excess profits tax 
credit against income in com- 
puting income tax 787 

instructions for the prepara- 
tion of form 1120 Sup. 6 

instructions for preparation of, 

explanation 1123 

War risk insurance act, tax- 
ability of allotments and allow- 
ances 552 

bonds to secure lost checks, 
exempt 1915 
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War savings stamps, cost of ad- 
vertising deductible by corpo- 
ration 773 

Warrants, political subdivision of 
State, face value as income 533 

Water districts, taxability of in- 
terest on obligations of 554 

Wear and tear of property, deduc 
tions 598-608 

Widows, deduction of statutory 
allowance 69d 

Wearing apparel, tax on sale ot 
by dealer Sup. 15, 1873-1875 

Wells, oil and gas, depletion de- 
duction 617 

Withholding agents 703-707, 710-715 

definition 970 

Withholding, certificate of resi- 
dence of employees 1807 

accept old ownership certifi- 
cates 2138 

duties of employers 1539-1547 

duties of U. S. employers of 

nonresident aliens 1912 

enemies 715 

exemption 703 

exemption of, nonresident em- 
ployees from y 427 

foreign corporations, nonresi- 
dent 788 

"highest applicable rate," 
meaning of 1485 



nonresident aliens 7l 

nonresident alien individuals 
ownership certificates.... 703- 707, 714 
Porto Rico and Philippine 
Islands corporation is for- 
eign ... v . 947 

prior to passage of 1918 Rev-. 

enue Act 711 

rate 414, 701, 1030 

rates, nonresident employee, 

1020-1022 
release of excess tax with- 
held 712 

return of tax withheld 704, 710 

tax at source 701 

tax-free covenant bonds, etc., 

701 703 
tax withheld credited against. 

tax due 716 

Works of art, excise taxes on, 

Sup. 14, 1908 
Workmen's Compensation Act, 
taxability of amount received 

under 552 

Workmen's compensation insur- 
ance fund, income of, not tax- 
able 564 

Worthless securities, losses on, 
deductible 592, 597 

Yachts, manufacturers' excise 
tax on 1157 
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02193] Forms for 1919. — Plans for the issuance early in 
December of forms for filing income and excess profits tax 
returns are being made by the Bureau of Internal Revenue. 
Taxpayers will thus be given the opportunity of making out 
their returns immediately upon the closing of their books for 
the year 1919, when accurate knowledge of their accounts is 
fresh in their minds. 

02194] Net losses— Under Section 204 of the Revenue Act 
of 1918 (page 246, part 2, 1919 Tax Book) net losses for any 
taxable year beginning after October 31, 1918 and ending prior 
to January 1, 1920 may be deducted from the net income of 
the taxpayer for the previous taxable year and the taxes for 
such previous year redetermined. If the net loss is in excess of 
the income for such previous year, the amount of the excess 
may be deducted from the income for the succeeding taxable 
year. Only one claim for net loss will be allowed. 

Net loss means either (1) a loss from regular business opera- 
tions or (2) the sale of assets acquired by the taxpayer after 
April 6, 1917, for the production of articles contributing to 
the prosecution of the war. with Germany. The amount of 
net loss claimed must represent an actual net loss above all 
income — including tax free income. (See Reg. 45, Art. 1601-3, 
fl 995-997 of Supplements.) 

While Sec. 214-A of the Revenue Act (Page 255, Part 2, 1919 
Tax Book) permits the deduction of an allowance for loss in 
value of war properties, this allowance is limited under Regula- 
tions 45, Art. 184 (tf 612 and 1513 of Supplements) to 25 per 
cent of the cost of the property if the property is continued 
to be used in the business. Where war property owned by a 
concern having a taxable year either November 30 or Decem- 
ber 31, 1919 is worth very much less than cost, the concern may 
find ^ advisable to dispose of the property prior to the end 
of its taxable year in order to. take advantage of Sec. 204. This 
is probably one of the reasons why some of the large concerns 
have been selling their surplus war properties. 

2195] T. D. 2944. Southern Pacific R. R Co. v. Mucnter 
(CCA. October 6, 1919). 

Deduction under Section 38, Act of August 5, 1909, of discount 
on bonds sold. 

Where a corporation sold bonds at a discount during 1906, 
1907, and 1908, no deduction from gross income for the 
years 1909, 1910, and 1911 of sums set aside by the cor- 
poration to pay §uch discount at the maturity of the bonds 
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is permitted uncjer the provisions of Section 38, Act of 
August 5, 1909, authorizing corporations to deduct from 
gross income "(second) all losses actually sustained within 
the year ..." and "(third) interest actually paid within the 
year on its bonded or other indebtedness. . . ." Baldwin 
Locomotive Works v. McCoach, 221 Fed. 59 explained. , 

The appended decision of the United States Circuit Court of 
Appeals for the Ninth Circuit in the case of Southern Pacific 
Railroad Company v. Muenter, is published not as a ruling of 
the Treasury Department, but for the information of internal- 
revenue officers and others concerned. [T. D. 2944. approved 
November 8, 1919.] 

In the United States Circuit Court of Appeals for the Ninth 
Circuit. No. 3286 and 3287. Term 1919. 

Southern Pacific Railroad Company, a corporation, plaintiff in 
error, v. August £. Muenter, formerly collector of internal 
revenue, et al, defendants in error. 

(In error to the United States District Court for the Northern 

District of California.) 
Before GILBERT, ROSS, and HUNT, Circuit Judges. 
GILBERT, Circuit Judge: 

The Court below sustained a demurrer to the complaint 
brought by the plaintiff in error to recover , certain items of 
corporation income tax paid under protest upon its net income 
for the years 1909, 1910, and 1911. The complaint alleged that 
during the years 1906, 1907, 1908, the plaintiff in error borrowed 
various sums of money, and as security therefor issued and 
sold interest-bearing bonds of the par value of $1,000, drawing 
interest at 4% per annum, and maturing on the first day of 
January 1955, which bonds it was necessary to sell at a discount. 
The amount involved in the action is the sum of $1,392.22. 
income tax upon reserved sums of money which the plaintiff in 
error had set aside as the pro rata amount of the discount for 
the years in question distributed over the entire period until 
the maturity of the bonds, the plaintiff in error contending that 
the discount is to be regarded as a portion of the interest which 
it pays upon the loans. The question presented is whether or 
not money so reserved and set aside by book entries to meet 
the final payment of the discount could be deducted from net 
income of the corporation under the Income Tax Law of 1909, 
36 Stat. 102, Sec. 38. That act, so far as it pertains to this 
question, provides that the net income upon which the tax is to 
be assessed is ascertained by deducting from the gross income 
(second) all losses actually sustained within the year and not 
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compensated by insurance or otherwise, (third) interest actually 
paid within the year on its bonded or other indebtedness. The 
plaintiff in error refers to Baldwin Locomotive Works v. Mc- 
Coach, 215 Fed. 967, and the same case on appeal, 221 Fed. 59, 
as sustaining its contention. In that case the bonds, were 31- 
year bonds, and the assessor thought it proper to deduct 1/31 
of the total discount from the gross income of each taxable 
year. The controverted question in the case, however, was 
whether or not the corporation could deduct for the year 1910 
the total discount upon the bonds which they had sold at five 
per cent discount. The court held that a book charge because 
of the sale of an issue of bonds at less than par is not a part 
of the "expenses actually paid within the year out of income" 
so as to be deducted from gross income. There was no discus- 
sion of the question whether 1/31 part of the total discount 
deducted for the year had been deducted lawfully, as that deduc- 
tion was not involved in the controversy. We think the present 
case is determined adversely to the plaintiff in error by the 
plain language of the statute. The money set apart upon the 
book each year until the maturity of the bonds to meet the loss 
which came from selling the bonds below par was the applica- 
tion of a prudent and proper system of business, and was a wise 
provision for the future, but it was not the payment of interest, 
nor did it represent a loss actually sustained within the year. 
The money was not in fact paid out. Notwithstanding the 
books of the plaintiff in error the money is still in its posses- 
sion, and subject to its control. A system of bookkeeping will 
not justify the Government in claiming taxes, nor will it justify 
the taxpayer in claiming exemption from taxation. The facts 
must control. Baldwin Locomotive Works v. McCoach, 221 
Fed 59, Mitchell Bros. v. Doyle, 225 Fed. 437. 
The judgment is affirmed. 

[H2196] Page 479. (Nov. 3, 1919.) Depletion allowance in 
the case of operating lessees of mines under the Revenue Act 
of 1916. 

Mohawk Mining Company v. Harry H. Weiss, Collector. 
(United States District Court for the Northern District of 

Ohio, Eastern Division.) 

MEMORANDUM 

WESTENHAVER, District Judge: 

Plaintiff brings this action to recover income tax paid under 
protest. The parties have by stipulation in writing waived a 
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jury and submitted their case for decision by me upon an agreed 
statement of facts. 

Plaintiff is the owner of a Minnesota mining lease on iron 
ore property acquired prior to March 1, 1913, conferring a right 
to mine and remove all of the ore and requiring the payment 
of 25 cents a ton royalty on such ore mined and moved. The 
question of law presented for decision is whether or not the 
plaintiff is entitled to deduct a reasonable allowance for deple- 
tion of iron ore from the gross amount of its receipts from 
all sources *i order to determine the net income subject to tax. 
The answer to this question turns on the true meaning of 
Section 12 of the Revenue Act of September 18, 1916. The 
Government's contention is that the deduction authorized by 
the second subdivision of this section is allowable only to an 
operating owner of an ore mine and to an operating lessee under 
a lease of the character stated. 

I have carefully examined all of the cases decided under the 
corporation tax act of 1909 and under the several income tax 
acts and have also carefully studied the several provisions of 
these several acts so far as they relate to this question. My 
conclusion is that the operating lessee is entitled to the deduc- 
tion as claimed. My engagements are such that it would be 
impossible for me, without neglecting other work, to prepare 
and file an extended opinion setting forth my reasons for this 
conclusion earlier than the latter part of December. There are, 
however, no disputed questions of fact and the question of law 
is so clear-cut and simple, that an extended written opinion 
would add nothing to the information of counsel. It is suffi- 
cient to say that I concur in the reasoning of plaintiff's brief, 
particularly its reply brief, and disagree wholly with the reason- 
ing of the brief of defendant. Judgment will be rendered for 
plaintiff in accordance with the prayer of its petition. An 
exception will be noted on behalf of defendant. 

D. C. WESTENHAVER, 

Judge. 
Cleveland, Ohio, November 3, 1919. 

(Under the present law provision is made for the equitable 
apportionment of depletion between the lessor and the lessee.) 

[jf 2197J T. D. 2943. Limited partnership as a corporation. 
Art. 1506 of Regulations 45 (11953) is hereby amended to read 
as follows: 

"Art. 1506. Limited partnership as corporation.— On the 
•other hand, limited partnerships of the type of partnerships 
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with limited liability or partnership associations authorized 
by the statutes of Pennsylvania and of a few other States 
are only nominally partnerships. Such so-called limited 
partnerships, offering opportunity for limiting the liability 
of all the members, providing for the transferability of 
partnerships shares, and capable of holding real estate and 
bringing suit in the common name, are more truly corpora- 
tions than partnerships and must make .returns of income 
and pay the tax as corporations. The income received by 
the members out of the earnings of such limited partner- 
ships will be treated in their personal returns in the same 
manner as distributions on the stock of corporation's. In 
all doubtful cases limited partnerships will be treated as 
corporations unless they submit satisfactory proof that they 
are not in effect so organized. A Michigan partnership 
association is a corporation. Such a corporation may or 
may not be a personal service corporation. See Sections 
200 and 218 of the Statute and Articles 1523-1532." [T. D. 
2943 approved November 6, 1919.] 

(The only change this decision makes in Article 1506 is not 
to specifically include a Virginia partnership association as a 
corporation.) 

[H2198] T. D. 2942. Method of collecting tax.. Article 20 
of Regulations 51 (tf 1441) relating to excise taxes on toilet and 
medicinal articles amended. 

Art. 20 of Regulations 51 (1(1441) is hereby amended to read 
as follows: 

Art. 20. Collection of tax. — (a) Except as provided in 
paragraph (b), the tax shall be collected by the affixing by 
the vendor of the requisite stamps to the article sold, the 
vendor being reimbursed by the purchaser for the cost of 
the stamp, in which case no return by the dealer of the 
taxes collected is required. 

(b) Where by reason of the form in which an article 
subject to the tax is sold or for other satisfactory reason 
the Commissioner of Internal Revenue shall, upon applica- 
tion, deem it expedient, the tax may be collected by the 
payment of the same to the vendor by the purchaser at the 
time of the sale, the taxes so collected being returned and 
paid to the United States by such vendor in the manner 
provided in Sec. 502. [T. D. 2942, approved October 30, ^ 
1919.] m 
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[ff2199] T. D. 2945. Porcelain articles duplicated by a man- 
ufacturer in commercial quantity are not subject to tax as 
"art porcelains." 

Article 14 of Regulations 48 (fl 1302) is hereby amended to 
read as follows: 

"Art. 14. Articles taxed: Art porcelains. — The term 'art 
porcelains' means that class of articles, such as statues, 
statuettes, figures, figurines, groups, busts, haut or bas 
reliefs, plaques, pedestals, vases, flower bowls tor holders, 
jardinieres, brackets, fountains, sundials, cabinet pieces or 
curios, and the numerous articles included within the term 
bric-a-brac by whatever process made (except as provided 
in the following paragraph) when such articles are made 
wholly or in chief value (a) of any ceramic production of 
translucent ware, of hard or soft paste, whether vitrified or 
semi-vitrified, by whatever name known; or (b) of that 
which is commonly or commercially known as porcelain, in 
either case, whether or not decorated, colored, or orna- 
mented, whether modern or antique,. and whether originals, 
replicas, copies, or reproductions, which are of such a char- 
acter that the use to which under general custom or ordinary 
usage they should be put (irrespective of the use to which 
the purchaser intends to put them) is entirely or principally 
an ornamental or decorative one as distinguished from a 
useful or utilitarian one. 

"The term 'art porcelains' shall not be understood to 
include (a) such articles as are in the nature of material, 
work, or labor furnished in connection with the erection or 
construction of a building and which form an integral part 
thereof, (b) tableware or other articles designed for a 
primarily useful purpose, or (c) such articles as are dupli- 
cated by the manufacturer in commercial quantity wholly or 
chiefly by the ordinary mechanical processes of manufac- 
ture. Articles shall not be deemed to be duplicated in 
commercial quantity if they are ordinarily sold by the 
manufacturer in quantities of less than a dozen." [T. D. 
2945, approved November 8, 1919.] 

O2200] T.D. 2941. Art. 58 of Regulations 55 fl[ 1609) re- 
lating to stamp taxes on coupons and interest notes amended. 

Art. 58 of Regulations 55 (If 1609) is hereby amended to read 
as follows: x 

Art. 58. Coupons and interest notes. — (a) Coupons at- 
tached to bonds, debentures or certificates of indebtedness 
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issued by any individual, partnership, or corporation, or to 
instruments, hbwever termed, issued by a corporation and 
known generally as corporate securities (all of which are 
subject to tax as bonds of indebtedness under Schedule 
A 1), are not subject to tax, if they impose no obligation 
not imposed by the principal instrument. 

(b) Interest coupons attached to promissory notes tax- 
able under Schedule A 6, as distinguished from the securi- 
ties enumerated in paragraph (a), if they are themselves 
promissory notes, separable from the principal obligation 
and negotiable independently of it, are subject to tax, even 
though they impose no obligation not imposed by the prin- 
cipal instrument. [T. D. 2941, approved October 30, 1919.] 
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(Error — Next to the last line of the first paragraph (line 15) on 
page 983 of Supplement No. 31. should be changed to read "operat- 
ing owner of an ore mine and not to an operating lessee under." 
The word "not" should be inserted in line 15 on page 983. 

112201. T. D. 2951. Income tax— Verification of Returns. 
Article 406 of Regulations 45 (K 726) is hereby amended to 
read as follows: 

"Art. 406. Verification of returns.— All income tax returns 
must be verified under oath or affirmation, before an officer duly 
authorized to administer oaths either by the laws of the United 
States or by the laws of the state or territory where such officer 
resides. Persons in the naval or military service of the United 
States may verify their returns before any official authorized 
to administer oaths for the purpose of those services. Income 
tax returns executed abroad may be attested free of charge 
before United States consular officers. Where a foreign notary 
or other official having no seal shall act as attesting officer, 
the authority of such attesting officer should be certified to by 
some judicial official or other proper officer having knowledge 
of the appointment and official character of the attesting officer." 
TT. D. 2951, approved November 19, 1919.] 

1(2202. T, D. 2952. Income tax returns— Authority to 
administer oaths — Court decision. — A commissioner of deeds is 
authorized by Section 406, Regulations 45, (1(726), Treasury 
Department, to administer an oath to an income tax return, 
and where such oath is false an indictment for perjury will lie 
under Section 125 of the Criminal Code of the United States. 

United States v. Benowitz (District Court of N. Y., Oct. 
20, 1919). 

The appended decision of the United States District Court 
for the Southern District of New York in the case of the United 
States of America v. Hyman Benowitz is published not as a 
ruling of the Treasury Department, but for the information of 
internal revenue officers and others concerned. [T. D. 2952, 
approved November 19, 1919.] 

IN THE UNITED STATES DISTRICT COURT FOR THE 

SOUTHERN DISTRICT OF NEW YORK. 
(Decided October 20, 1919.) 

The United States of America v. Hyman Benowitz. 

(On demurrer to an indictment for perjury under Section 
125 of the Criminal Code. The indictment charged that the 3 
defendant had committed perjury by falsely swearing to an ™ 
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income tax return before a Commissioner of deeds of the City 
of New York.) 

HAND, J. D.: It must be conceded that since U. S. v. Curtis, 
107 U. S. 671, and U. S. v. Hall, 131 U. S. 50, the crime charged 
in the first count must stand or fall solely upon whatever sec- 
tion 406 of the Regulations under the Income Tax Law author- 
ized commissioners of deeds to take oaths to income tax returns, 
U. S. v. Morehead, 243 U. S. 608, or whether, under Mr. Jus- 
tice Story's dictum in U. S. v. Bailey, 9 Pet. 238, 253, 257, the 
oath was taken before such an official "in conformity with the 
practice and usage of the Treasury Department." 

Section 406 begins by the bare statement that all returns 
must be verified on oath, in that respect merely repeating the 
statute. Yet it very clearly intended, — though, it must be con- 
fessed, it is very blindly worded, — to cover the whole matter, 
because it at once proceeds to particulars, providing that sol- 
diers and sailors may take oaths before anyone generally 
authorized to administer oaths to soldiers and sailors, and that 
persons abroad may go to consular officers. It is, of course, 
absurd to suppose that the section, taken as a whole, meant to 
say that only such officers might administer oaths. If so, no 
one not only need, but no one even could verify his return 
unless it were soldiers and sailors and persons abroad. This 
would repeal the statute in substance; indeed, such a regula- 
tion would be illegal. 

Finally, the section concludes with a provision for the certifi- 
cation of oaths taken by "a foreign notary or other official hav- 
ing no seal." This, of \ course, directly implies that foreign 
notaries may take such oaths, and that there are also officials 
so authorized who have no seals other than they. It is per- 
fectly apparent from this language that those who drafted the 
section must have supposed that the first sentence authorized 
some officers to take oaths for the last sentence from which the 
question was taken would be without any conceivable mean- 
ing if they did not, just as the second and third sentences, while 
logically possible, would be absurd and indeed invalid in law. 
If so, the only question is as to what officers the scriveners of 
the section must have meant. Much the most rational, and, so 
far as I can see, the only, possible, interpretation is that they 
meant to include all such as were authorized by the local law to 
take oaths in their several districts. If I do not so interpret the 
language, I must suppose that the regulation which was meant 
to put the statute into effect illegally defeated it by applying il 
in a whimsically capricious way. I interpret the regulation, 

• 
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therefore, as intended to allow a commissioner of deeds among 
other officials to take such an oath. 

It becomes unnecessary, therefore, to consider the effect of 
Justice Story's dictum in U. S. v. Bailey, supra. 

The second count is concededly good if the first is. 

Demurrer overruled. 

1J2203. Tax paid in stock cannot be deducted from gross 
income of stockholding corporation unless included therein 
under Act of August 5, 1909. 

UNITED STATES v. AETNA LIFE INS. CO. 
(District Court, District of Connecticut, August 13, 1919.) 

Under Corporation Excise Tax Act of August 5, 1909, fl 38 
(4), a corporation which, as stockholder, receives dividends 
from another corporation is not entitled to deduct from its gross 
income taxes paid on its stock in its behalf by the latter corpora- 
tion, where it did not include the amount of such taxes in its 
return of gross income. 

At Law. Action by the United States against the Aetna Life 
Insurance Company. Judgment for the United States. 

Allan K. Smith, Asst. U. S. Atty., of Hartford, Conn. 

Lewis Sperry and Lucius F. Robinson, both of Hartford, 
Conn., for defendant. 

GARVIN, District Judge. This action is submitted to the 
court for determination upon an agreed state of facts. It appears 
that the defendant, an insurance company incorporated under 
the laws of the state of Connecticut, was subject to pay 
annually during the years 1909, 1910, and 1911, with respect to 
the carrying on and doing of its business, the excise tax imposed 
by Section 38 of the Act of Congress approved August 5, 1909 
(36 Stat. Ill, c. 6), and was subject in all respects to the pro- 
visions of that section. 

On or before March 1st in each of these years the defendant 
duly made its return to the collector of internal revenue in the 
proper district in the form prescribed by the Commissioner of 
Internal Revenue, as required by said section, which returns 
showed that the net income of the defendant for each of these 
three years exceeded $5,000. On or about June 1st of the years 
1910, 1911, and 1912 an excise tax under said act was duly 
assessed against the defendant for the years ending December 
31, 1909, 1910, and 1911 respectively; said tax being 1 per cent. 
on the net income of the defendant. The tax was in each case 
paid as assessed. 
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When the defendant tiled its return, showing its net income 
for the year ending December 31, 1909, it dedu6ted $479,625 as 
"Taxes paid during the year ending December 31, 1909, imposed 
under authority of the United States or states and territories 
thereof." Of this sum, it is conceded that $409,967.36 was law- 
fully deducted. It is claimed by the plaintiff that defendant 
should also have paid a tax of 1 per cent, on the remainder, 
$69,657.64; i. e., $696.56. Of the latter sum defendant admits 
liability to the extent of $227.62, leaving $468.96 in dispute. The 
amount admitted for 1910 is $343.17; $413.41 being in dispute. 
For 1911, $543.28 is admitted; $527.60 being in dispute. These 
sums in dispute represent taxes paid by various corporations 
upon shares of their stock owned by defendant, which taxes 
were imposed during the several years of 1909, 1910, and 1911 
by the state of Connecticut under chapter 54 of the Public Acts 
of 1$05. 

The deductions allowed a corporation by the act of August 5, 
1909, include "all sums paid by it within the year for taxes 
imposed under the authority of the United States or of any state 
or territory thereof, or imposed by the government of any for- 
eign country as a condition to carrying on business therein." 
The taxes in question were not paid by the defendant, but in its 
behalf by other corporations. 

While it is true that "a statute providing for the imposition 
of taxes is to be strictly construed, and all reasonable doubts 
in respect thereto resolved against the government and in favor 
of the citizen" (Mutual Benefit Life Ins. Co. v. Herold [D. C] 
198 Fed. 199, and cases therein cited), no doubtful meaning is 
here involved. The language of the act is clear and explicit. 
The allowable deductions in the case of a domestic corporation 
are plainly set forth: 

"Deductions Allowed from Gross Income in the Case of a 

Domestic Corporation." 

"Second. Such net income shall be ascertained by deducting 
from the gross amount of the income of such corporation, joint 
stock company or association, or insurance company, received 
within the year from all sources: 

"First, all the ordinary and necessary expenses actually paid 
within the year out of income in the maintenance and operation 
of its business and properties, including all charges such as 
rentals or franchise payments, required to be made as a condi- 
tion to the continued use or possession of property; 

"Second, all losses actually sustained within the year and not 
compensated by insurance or otherwise, including a reasonable 
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allowance for depreciation of property, if any, and in the case 
of insurance companies the sums other than dividends, paid 
within the year on policy and annuity contracts and the net addi- 
tion, if any, required by law to be made within the year to 
reserve funds; 

"Third, interest actually paid within the year on its bonded 
or other in4ebtedness to an amount of such bonded and other 
indebtedness not exceeding the paid-up capital stock of such 
corporation, joint stock company or association, or insurance 
company, outstanding at the close of the year, and in the case 
of a bank, banking association or trust company, all interest 
actually paid by it within the year on deposits; 

"Fourth, all sums paid by it within the year for taxes imposed 
under the authority of the United States or of any state or terri- 
tory thereof, or imposed by the government of any foreign 
country as a condition to carry on business therein; 

"Fifth, all amounts received by it within the year as divi- 
dends upon stock of other corporations, joint stock companies 
or associations, or insurance companies, subject to the tax 
hereby imposed." 

If it had been the intention to permit such a deduction as 
defendant urges, the act would have provided that there be 
included "all sums paid by it or in its behalf within the 
year. *•**". 

Defendant relies upon a decision by the Treasury Depart- 
ment rendered March 24, 1916, reading in part: 

"You are advised that, when a corporation pays taxes for its 
stockholders, such payments represent a portion of the earnings 
of the corporation, which, instead of being distributed to the 
stockholders in the form of dividends, is used in payment of 
taxes which the stockholders individually owe. Should you, 
instead of paying the taxes, pay over this sum to the stock- 
holders, the stockholders would be required to return the amount 
as income received, and would then be entitled to deduct the 
same under the item of taxes paid during the year. Under the 
Excise Tax Law a stockholder which is a corporation is entitled, 
to deduct from cross income all dividends received from another 
corporation subject to tax, and therefore is entitled to deduct as 
a dividend that portion of the earnings of the corporation in 
which it owns stock, which is represented by the stockholder's 
tax. For the years 1909 to 1912, inclusive, thereafter, the cornora- 
tion which is a stockholder will be entitled to an additional 
deduction on account of the taxes paid for it by the corporation 
issuing the stock, for the reason that it produces the same result 
as if the corporation owning the stock was required to return 
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as income for these years the full amount of the dividend, 
including that portion of the dividend diverted to pay tax, and 
then took credit as a deduction for this entire amount under the 
item of dividends received from other corporations, and also 
took credit for the amount of taxes paid under that item. Under 
the Income Tax Law, however, a corporation is not entitled to 
deduct from gross income dividends received from other cor- 
porations. Consequently, if it claims the benefit of deducting 
from gross income taxes paid for it by another corporation, it 
must include such amount in income, as the deduction counter- 
balances the receipt. As you, the stockholder in this case, did 
not return as income the amount in question, you are not entitled 
under the income tax law to deduct the same. The claim on 
account of the tax assessed for the year 1913 is accordingly 
rejected, and you will find inclosed notice of demand for pay- 
ment of this tax. 

"The claim for the abatement of the additional tax assessed 
for 1912 has received favorable consideration for the reason 
above stated." 

This decision points out that a corporation, making a claim 
such as is advanced by defendant, must have included in its 
return as income the taxes which were paid in its behalf by 
other corporations. No such return was made by defendant 
herein ; therefore the decision is not in point, even if it were con- 
trolling on the court. 

There was no refusal nor neglect to make a return within the 
meaning of the act, and therefore no penalty will be allowed. 

Tudgment for plaintiff for $2,524.04, with interest from June 
9, 1915. 

If 2204. T. D. 2948. Addition to Article 7 of Regulations 47 
defining "who is a manufacturer." 

Article 7 of Regulations 47 (ff 1132), entitled "Who is a manu- 
facturer," is hereby supplemented by adding the following: 

A person, firm, corporation, or association that, for con- 
venience or economy in packing, shipping, or distributing, sells 
an article produced by such person, firm, corporation, or asso- 
ciation, in a knockdown or semi-knockdown condition, but com- 
plete in all its component parts, and in such condition that it 
may be assembled without other manufacture and thereby put in 
final marketable shape for sale to the consumer or user, is held 
to be the manufacturer of such article, except in a case where 
the sale is to another manufacturer, or producer under the 
provisions of T. D. 2915. 

Example: (1) "A," an automobile manufacturer, sells an auto- 
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mobile in a knockdown condition, but complete as to all the 
component parts. "B," a dealer, assembles these component 
parts into a complete usable automobile, without other manu- 
facture, and sells the automobile. 

"A" is the manufacturer of the automobile. 

Example: (2) "A," an automobile body manufacturer, sells an 
automobile body in a knockdown condition, but complete as to 
all its component parts. "B," a dealer, assembles these com- 
ponent parts into a complete usable automobile body, and 
installs it, or causes it to be, installed, on a new chassis which he 
has purchased from the manufacturer or producer thereof, who 
is a different person, firm, corporation, or association from the 
manufacturer of the, automobile body, and sells the complete 
automobile. 

"A" is the manufacturer of the automobile body, but may 
sell the same to "B" tax free under certificate. "B" is the 
manufacturer of the automobile. [T. D. 2948, approved Novem- 
ber 15, 1919.] 

11 2205. T. D. 2949. Tax on the price paid for admission to a 
skating rink. 

The building or inclosure in which a skating rink is located 
and the skating surface proper are separate "places" within the 
meaning* of Section 800 (a) of the Revenue Act of 1918. 

The amount paid as a skate rental charge is not subject to 
the admission tax if it does not exceed the sum of the amounts 
paid for admission to the skating rink and the skating surface, 
and if no skating rental charge is made to persons using their 
own . skates. 

Where a person using his own skates is required to pay an 
amount in excess of the charges made for admissions to the 
skating surface, the charge made to a person using his own 
skates is the established price for admission to the skating 
surface. 

The following example is added to Article 10 of Point I of 
Regulations 43, If 1743, to illustrate the amount on which the tax 
is computed: 

(1) "Where a charge is made for admission to a building or 
inclosure in which a roller or ice skating surface is located, such 
charge is taxable the same as an admission to any other place 
of amusement, regardless of whether or not persons paying the 
charge are also furnished with skates and admitted to the skat- 
ing surface without the payment of an additional amount. This 
is true, even though persons using their own skates are charged 
a less amount or are admitted free. Therefore, where the man- 
ager of a skating rink makes a single charge of 50 cents for 
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admission to a building or inclosure, the skating surface, and for 
the use of skates, the tax to be collected in this case is 5 cents. 
The same tax would be payable on this charge if it covered 
admission to the building or inclosure only. 

"The building or inclosure in which the skating surface is 
located and the skating surface proper are separate places within 
the meaning of the law. Therefore, where single charges are 
made for admission to the building and the skating surface, the 
latter charge, including the rental of skates, both charges are 
taxable as amounts paid for admission. For example, if a charge 
of 25 cents is made for admission to the building or inclosure 
and another charge of 25 cents covering rental of skates and 
admission to the skating surface, the tax to be collected is 3 
cents on each charge. 

"Where bona fide separate charges are made for admission to 
the skating rink, skating surface, and for rental of skates, and 
persons using their own skates are required to pay the first two 
charges and no more, the tax attaches only with respect to the 
admission charges. For example, where 20 cents is charged for 
admission to the rink, 10 cents for admission to the skating 
surface, and 30 cents for skate rental, tax would not attach to 
the skate rental charge. 

"The separate charge for the use of skates will be regarded as 
Txma fide only where it does not exceed the sum of the amounts 
•expressly charged for admission to the skating rink and the 
skating surface. For example, where 10 cents is charged for 
admission to the rink, 10 cents for admission to the skating sur- 
face, and 25 cents for skate rental, the skate rental cannot be 
regarded as bona fide separate charge. Therefore, tax of 1 cent 
must be paid on the charge for admission to the rink, and tax of 
4 cents on the sum of the charges for admission to the skating 
surface and the rental of skates. 

"Where no charge is made for admission to the skating rink 
and a single charge covers rental of skates and admission to the 
skating surface, tax attaches to the entire amount of this charge, 

"Where charge is made for admission to the skating rink and 
separate charges are made for rental of skates and admission to 
the skating surface, the admission charges only are taxable pro- 
vided the charge for rental of skates does not exceed the admis- 
sion charges, and provided persons using their own skates are 
required to pay the admission charges and no more. 

"Whether a charge is made for admission to the rink or not, 
where persons using their own skates are required to .pay more 
than the charge for admission to the skating surface, or more 
than the charge made for the rental of skates and admission to 
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the skating surface, the charge made to persons using their own 
skates is the established price for admission to the skating sur- 
face, and tax on the amount of this charge must be collected 
from each person admitted to the skating surface, whether 
renting skates or using his own skates. For example, where 10 
cents is charged for admission to the rink (or where no charge 
is rnade for admission to the rink), 10 cents for admission to the 
skating surface and 10 cents for re*ntal of skates, but a person 
using his own skates is required to pay 25 cents, the estab- 
lished price for admission to the skating surface is 25 cents." 

[T. D. 2949, approved November 15, 1919.] 

112206. T. D. 2950. A purchaser of a lamp and shade is 
entitled to an exemption of $25 from the amount paid (1) for 
the lamp and (2) for the shade, in computing the tax under 
Paragraph (6), Subdivision (a) of Section 904. 

Article 18 of Regulations 54 (fl 1396) is hereby amended to 
read as follows: 

Art. 18. For the purpose of the tax, portable lighting fix- 
tures and portable lamps shall be deemed to include all lighting 
devices adapted for interior illumination and not designed to be 
affixed permanently in one location and all articles commonly 
or commercially known as such, irrespective of the principle of 
illumination used. A portable lamp and shade, even though 
sold at the same time, shall not be regarded as a single item, 
but as separate items, and in computing the tax the purchaser shall 
be entitled to a separate $25 exemption as to each item. For ex- 
ample, if the selling price of a lamp is $50 and a shade $30, even 
though the two articles are sold to one purchaser, the tax on the 
sale of the lamp will be $2.50 and on the sale of the shade, 50 cents. 
[T. D. 2950, approved November 18, 1919.] 

The part in italics is new. 

U 2207. War profits credit of corporation not in existence 
during the whole of one calendar year in the pre-war period — 
Average percentages of pre-war income to pre-war invested capi- 
tal of general classes of corporations, grouped as to trades or 
businesses, as provided for in Section 311 (c) (2), Revenue Act 
of 1918. 

[The following is a reprint of the "median" prepared by the 
Bureau of Internal Revenue.] 

SCHEDULE OF AVERAGE PERCENTAGES. 

Section 311 of the Revenue Act of 1918 provides that a cor- 
poration which was not in existence during the whole of at least 
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one calendar year during the pre-war period, and therefore 
received no income during the pre-war period, shall be allowed a 
specific exemption of $3,00(X and "an amount equal to the same 
percentage of the invested capital of the taxpayer for the taxable 
year as the average percentage of net income to invested capital, 
for the pre-war period, of corporations engaged in trade or busi- 
ness of the same general class as that conducted by the tax- 
payer; but such amount shall in no case be less than 10 per 
centum of the invested capital of the taxpayer for the taxable 
year. Such average percentage shall be determined by the 
Commissioner on the basis of data contained in returns made 
under Title II of the Revenue Act of 1917, and the average 
"known as the median shall be used." 

In pursuance of this requirement of the law the accompany- 
ing table of medians has been compiled and will be used in 
complying with Section 250 (b), which provides: "As soon as 
practicable after the return is filed, the Commissioner shall 
examine it. If it then appears that the correct amount of the 
tax is greater or less than (that shown' in the return, the install- 
ments shall be recomputed. If the amount already paid exceeds 
that which should have been paid on the basis of the install- 
ments as recomputed, the excess so paid shall be credited 
against the subsequent installments; and if the amount already 
paid exceeds the correct amount of the tax, the excess shall be 
credited or refunded to the taxpayer in accordance with the pro- 
visions of Section 252." 

Inasmuch as the examination of all returns filed will not be 
completed by the due date of the last installment of 1918 taxes, 
it is suggested that the taxpayers entitled to credit, based on the 
appropriate median shown in the accompanying tables, may 
recompute their tax, using a war profits credit based on such 
median, and file claim for abatement for as much of the last 
installment of the outstanding assessment as the total tax 
assessed exceeds the tax so recomputed. In any case where the 
amount already paid exceeds the amount due, with the benefit 
of the median, claim for refund should also be filed on Form 46. 
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AGRICULTURE AND DEPENDENT PURSUITS. 

Average Percentages. 
Subdivisions. Per Cent. 

1. Cotton Ginning , 11.73 

2. Cotton Growing Not over 10. 

3. Dairying and Dependent Pursuits, including 

Butter, Cheese, and Condensed Milk " " 10. 

4. Fisheries M " 10. 

5. Florists, Nurserymen, and Seedmen " " 10. 

6. Forestry and Forestal Pursuits, Naval Stores, 

Charcoal Burning and Grinding 13. 

7. Fruit and Vegetable Growing, including Vineyards, 

Orchards, and Trucking Not over 10. 

8. Grain Growing " " 10. 

9. Poultry Raising and Products " " 10. 

10. Mixed Farming, including Stock Breeding, 

Stock Raising and General Animal Hus- 
bandry. Agricultural Pursuits not else- 
where specified " " 10. 



MINING. 

1. Cinnabar Not over 10. 

2. Clay " " 10. 

3. Coal, Anthracite " " 10. 

4. Coal, Bituminous " " 10. 

5. Copper " " 10. 

6. Gravel and Sand ,. " " 10. 

7. Gypsum 11.81 

8. Iron Not over 10. 

9. Lead and Zinc ." " 10. 

10. Limestone " " 10. 

11. Natural Gas " " 10. 

12. Petroleum " M 10. 

13. Phosphate M " 10. 

14. Pipe Lines 17.24 

15. Salt Not over 10. 

16. Silver, Complex Ores " " 10. 

17. Talc and Soapstone.; " '* 10. 



CHEMICAL MANUFACTURING AND ALLIED 

INDUSTRIES 

1. Baking Powder, Yeast 14.44 

2. Blacking, Bluing, Whiting, Stains and Dressing, Dye- 

stuffs, Extracts and Coloring Materials, Inks (Print- 
ing and Writing), Paints and Varnishes 11.44 
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Average Percentages. 
Subdivisions. Per Cent. 

3. Celluloid and Products Not over 10. 

4. Cleansing and Polishing Preparations, Soaps and 

Washing Compounds 10.56 

5. Crude Chemicals, including Leading Acids, Fertilizers, 

etc Not over 10. 

6. Druggists' Preparations, including Perfumery, Cos- 

metics, and Patent Medicine Compounds 10.98 

f. Oils, Vegetable and Animal, including Seed Cake, 

Not over 10. 

8. Petroleum Refining, Products and By-Products % . 11.27 

9. Chemicals, not elsewhere specified Not over 10. 



MANUFACTURING FOODS AND FOOD PREPARATIONS 



1. Bread and other Bakery Products, not including Con- 

fectionery 1 1.26 

2. Canning, Preserving and Evaporating — Fruits, Veg- 

etables, Fish, Oysters and Shrimps 10.67 

3.. Chocolate and Cocoa Products, Candy and Confec- 
tionery Not over 10. 

4. Coffee-Roasting, Grinding Spices, and Coffee Substi- 

tutes 10.87 

5. Flavoring Extracts, Syrups and Cordials used in Bot- 

tling Industries Not over 10. 

6. Flour, Feedtand Grist Mills Not over 10. 

7. Meat Packing, Packing House Products and By- 

products Not over 10. 

8. Oleomargarine and other Butter and Lard Substitutes, 

including both Animal and Vegetable 12.45 

9. Pickling Establishments Not over 10. 

10. Rice Mills, Cleaning and Polishing, not including 

Rice Flour Not over 10. 

11. Special Package Foods, such as Cornstarch, Maca- 

roni, Tapioca, etc., Breakfast Foods and other Cereal 
Products 10.79 

12. Sugar — Beet, including Refining, Molasses 

Recovery Not over 10. 

13. Sugar — Cane, including Molasses and Syrup 

in Bulk " " 10. 

14. Syrups and Molasses — Glucose and others, 

including Maple " " 10. 

!5. Vinegar and Cider " " 10. 

16. Food Preparations, not elsewhere specified 10.83 
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IRON AND STEEL INDUSTRIES 

Average Percentages. 
Subdivisions. Per Cent. 

1. Agricultural Implements Not over 10. 

2. Automobiles and Auto Parts, including Bi- 

cycles and Motorcycles and parts, Motor 

Trucks and Motor Truck parts " " 10. 

3. Blast Furnace Products " " 10. 

4. Boilers, Evaporating Pans, Oil Tanks, and 

Silos " " 10. 

5. Bolts and Nuts, including Washers and Rivets " " 10. 

6. Engines — Steam, Gas, and Oil " " 10. 

7. Forging and Foundry Products, including 

Castings, Car Wheels, and Stoves, " " 10. 

8. Hardware, Special and General " *' 10. 

9. Heating, Cooling, and Ventilating Appara- 

tus, including Furnaces (no Stoves), Re- 
frigerating Plants, Dust Collecting Systems " " 10. 

10. Machinery — Electrical and other Electrical 

Apparatus " " 10. 

11. Machinery — Excavating, Cars and Tools " " 10. 

12. Machinery — Hoisting, Cranes, Derricks, and 

Conveyors ... vv " " " 10. 

13. Machinery — Humidifying, Air Moistening, 

and Air Conditioning " " 10. 

14. Machinery — Laundry '■ " 10. 

15. Machinery — Mill, neither Textile nor Wood- 

working " " 10. 

16. Machinery — Mining " " 10. 

17. Machinery — Printing and Duplicating " " 10. 

18. Machinery— Saw Mill " " 10. 

19. Machinery — Textile, also Farts 10.42 

20. Machinery — Woodworking Not over 10. 

21. Machines — Adding and Calculating " " 10. 

22. Machines — Check- Writing, Slot, Testing, 

Vending, Weighing, including Addresso- 
graphs, Balances, Scales, Registering De- 
vices, and Watchman's Clocks " " 10. 

23. Machines — Sewing " " 10. 

24. Meters—Gas, Water, etc " " 10. 

25. Plumbing Supplies, including Gas and Water 

Apparatus, Porcelain Wares for Kitchen 

and Laundry "■■ " 10. 

26. Pumps " " 10. 

27. Railway Equipment, including Locomotives, 

Street Railway, Mining, and Industrial Cars " " 10. 

28. Safes and Vaults u " 10 

29. Shipbuilding '• " 10. 
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Average Percentages. 
Subdivisions. Per Cent. 

30. Steel Plants and Rolling Mill Products, in- 

cluding Tin and Terne Plate Mill Products, 
Iron and Steel Chains, Steel Doors and 
Shutters " iu. 

31. Structural Steel * " 10. 

32. Tin Cans and Tin Ware " " 10. 

33. Tools — Farm, Garden, Machine, Mechanics', 

Mining, Lumbering, Railroad Track Repair- 
ing, including Bench Lathes, Shears and 
Saws " " 10. 

34. Tractors— Farm and Highway " '" 10. 

35. Typewriters and Typesetting Machinery... " " 10. 

36. Wire Cables, Fences, Springs, Nails and 

Spikes 10.24 

37. Iron and Steel Products not elsewhere speci- 

fied Not over 10. 



LEATHER AND LEATHER GOODS INDUSTRIES 

i. Boots and Shoes 10.94 

2. Leather Manufacture • 10.69 

3. Leather Substitutes 11.82 

4. Leather Articles other than Boots and Shoes. . Not over 10. 



LIQUORS AND BEVERAGES 

1. Bottling of Liquors and Soft Drinks as dis- 

tinct from Manufacturing Not over 10. 

2. Distillers of Whiskies and Spirits, Refining 

and Rectifying of Liquors and Beverages.. " " 10. 

3. Malt Liquors (Brewers) " " 10. 

4. Wines " " 10. 

5. Non-intoxicating Beverages — Coca-Cola and 

other Special Drinks, Mineral, Soda, and 
Aerated Waters, including Bottled Tonic 
Drinks, Soft Drinks, Spring Waters, Melt- 
ing Grains, all others not elsewhere 
specified " " 10. 




£gjl 
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LUMBER AND WOODWORKING INDUSTRIES 

Average Percentages* 
Subdivisions. Per Cent. 

1. Box Boards, Baskets, Cases Not over 10. 

2. Caskets, Coffins, Burial Cases of Wood, not 

including Steel or Concrete " " 10. 

3. Furniture, all Classes, including Veneering, 

Chair Seating " " 10. 

4. Mills— Shingle, Lath ....» " " 10. 

5. Paper Pulp and Pulp Board " " 10. 

6. Planing Mills, Flooring, Sash, Doors, Par- 

titions and Interior Work generally " " 10. 

7. Ready-made Houses " " 10* 

8. Silos and Silo Materials, Cooperage Stock, 

Tanks, not including Steel or Concrete.... " " 10. 

9. Timbering, Logging and Saw Mill Opera- 

tions " u 10. 

10. Wagons and Buggies " " 10. 

11. Wood Fibres, Leatheroid, Wood Composi- 

tion in other Commodities " " 10. 

12. Woodworking Industries not elsewhere 

specified " " 10. 

METAL AND METALLURGICAL EXTRACTIONS 

1. Brass, Bronze, Copper and Aluminum 

Products Not over 10. 

2. Clocks, Watches, Chronometers " " 10. 

3. Cooking Utensils (other than Copper), Gran- 

ite Goods, etc " " 10. 

4. Cutlery, Scissors, Razors M *• lo. 

5. Galvanized Materials, Spouting, Gutters, 

Metal Roofing " " 10. 

6. Gas and Electric Fixtures " '* 10. 

7. Jewelry " " 10. 

8. Lamps and Accessories " " 10. 

9. Lead Products M " 10. 

10. Needles, Pins, Metal Hair Pins, and Pen 

Points 15.54 

11. Plate Ware, Electroplate, etc Not over 10. 

12. Professional and Scientific Instruments, in- 

cluding Dental Supplies and Optical Goods. 
Surgical and Hospital Appliances, Photo- 
graphic Apparatus and Materials 10.50 

13. Silverware and Goldware, other than Jew- 

elry Not over 10. 

14. Smelting and Refining — Copper, 'Lead, Zinc, 

etc " " 10. 

15. Metal and Metallurgical Industries not else- 

where specified " " 10. 
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PAPER MANUFACTURING, PRINTING, BOOKBINDING. 

PUBLISHING 

Average Percentages. 
Subdivisions. Per Cent. 

1. Blank Paper Not over 10. 

2. Book and Job Printing, Lithographing, in- 

cluding Bank Note and Bond Printing, 

Labels, Tags, and Decorative Paper " " 10. 

3. Book Binding "and Blank Book Making " " 10. 

4. Cardboard, Box Materials, and Box Manu- 

facture 10.48 

5. Envelopes 10.28 

6. Paper Utensils Not over 10. 

7. Photo-Engraving and Printing Processes " " 10. 

8. Printing Materials " " 10. 

9. Publishing Newspaper and other Periodicals " " 10. 

10. Type Founding, Stereotyping and Electro- 

typing 13.17 

11. Wall Paper H " 10. 

12. Wrapping Paper " " 10. 

13. Paper and Printing, not elsewhere specified. " " 10. 



STONE, CLAY, AND GLASS INDUSTRIES 

1. Abrasive Products, including Emery Wheels, 

Sand Paper and Corundum 12.72 

2. Building Brick, Sewer and Drainage Pipe, 

Fire Brick, Furnace Linings, Pottery, Terra 
Cotta, Crucibles, Tiling, Laundry Tubs, 
Refractories, and Earthenware Not over 10. 

3. Cement " " 10. 

4. Concrete Construction, including Artificial 

Stone " " 10. 

5. Glassware, including Household, Hotel, and 

Bar Room Supplies, X-Ray Tubes, Ther- 
mos Bottles, Mirrors, Refractors, Illumi- 
nating Glass, etc. '. " " 10. ' 

6. Glass— Window, Wire, and Skylight '* ■" 10. 

7. Lime and Plaster " " 10. 

8. Monuments, Tombstones, Burial Vaults " " 10. 

9. Porcelain Goods and Ceramic Products, not 

elsewhere specified " " 10. 



TEXTILE INDUSTRIES 

1. Awnings, Tents, Tarpaulins, etc 11.88 

2. Bags and Bagging — Cotton and Burlap 17.34 
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Average Percentages. 
Subdivisions. Per Cent. 

3. Batting Mills Not over 10. 

4. Carpets and Rugs, including Cotton? Wool, 

and Grass " " 10. 

5. Clothing — Men's, Overcoats, Suits, etc., " " 10. 

6. Clothing — Ladies' Coats, Suits, and Dresses " " 10. 

7. Clothing — Miscellaneous, Uniforms, Furriers, 

Regalia, Belts, Garters, etc " " 10. 

8. Corsets and Brassieres 19.90 

9. Cotton Converters, Dyers, Finishers, Mer- 

cerizers, Bleachers, and Prints Not over 10. 

10. Cotton Duck 11.90 

11. Cotton Goods. Manufacturing — Colored, 

Fancy, Grey, Brown, Print Cloth, and 

Sheeting Not over 10. 

12. Cotton Laces, Curtains, Quilts, Embroideries " " 10. 

13. Cotton Spinning — Fine Yarns 10.17 

14. Cotton Spinning — Medium and Coarse Yarns. Not over 10. 

15. Dyers of Fur 11.97 

16. Hats, Caps, Scarfs and other Headwear and 

Neckwear Not over 10. 

17. Hosiery and Knit Goods, including Knitted 

and Fabric Underwear " " 10. 

18. Millinery and Millinery Goods " " 10. 

19. Rope and Cordage v . " " 10. 

20. Shirts, Collars and Cuffs " " 10. 

21. Silk Dyeing and Finishing 12.10 

22. Silk Manufacturing — Broad ; . . . Not over 10. 

23. Silk Manufacturing — Ribbons, Woven Labels " " 10. 

24. Silk— Spinning " " 10. 

25. Silk— Throwing " " 10. 

26. Thread, Tapes and Braids, Cotton and Silk.. " " 10. 

27. Towels, Damask, Handkerchiefs (Cotton and 

Linen) " " 10. 

28. Upholstery Cloth and Trimmings (Cotton 

and Wool) " " 10. 

29. Waste — Cotton and Wool, Linters and Oakum 11.89 

30. Wool and Worsted — Dyeing and- Finishing. .Not over 10. 

31. Wool and Worsted — Spinning and Combing " " 10. 

32. Wool and Worsted Weaving " " 10. 

33. Textile Manufacturing, not elsewhere speci- 

fied " " 10. 
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SPECIAL MANUFACTURING INDUSTRIES 

Average Percentages. 
Subdivisions. Per Cent. 

1. Ammunition, Explosives and Fireworks 11.28 

2. Artificial Flowers Not oyer 10. 

3. Artificial Limbs " " 10. 

4. Asbestos Wares, Magnesia, Material for In- 

sulation 16.88 

5. Bedding, Mattresses, and Undertakers' Sup- 

plies Not over 10. 

6. Brooms and Brushes " " 10. 

7. Buttons, Beads, Rosaries " " 10. 

8. Coke " " 10. 

9. Combs— Bone, Ivory, etc. " " . 10. 

10. Dairymen's, Poultrymen's and Apiarists' 

Supplies " " 10. 

11. Fire Extinguishers, including Mechanical and 

Chemical Apparatus, Automatic Sprinklers, 

Fire Trucks " " 10. 

12. Hair Goods " " 10. 

13. Hand Stamps—Rubber, Metal, etc " " 10. 

14. House Furnishing Goods, Screen Doors and 

Windows, Window Shades " " 10. 

15. Ice " " 10. 

16. Jewelry and Instrument Cases " " 10. 

17. Models and Patterns (not including Paper 

Patterns), Molds " " 10. 

18. Mucilage and Paste 1 1.23 

19. Phonographs and all other Musical Instru- 

ments and Parts (not including Pianos, 

Organs and Parts) 1 1.53 

20. Pianos, Organs and Parts Not over 10. 

21. Roofing Materials other than Metal " " 10. 

22. Rubber— Boots, Shoes and Clothing " " 10. 

23. Rubber — Tires, Belting, Hose, Tubing, in- 

cluding Non-Metallic Conduits " " 10. 

24. Rubber Goods, not elsewhere specified " " 10. 

25. Shipbuilding — Wooden Craft of all kinds 10.15 

26. Signs and Advertising Novelties 14.45 

27. Small Metal Specialties Not over 10. 

28. Soda Fountain Apparatus, Siphons 15.20 

29. Sporting and Athletic Goods (including 

Pleasure Boats, but not Yachts), Amuse- 
ment Appliances Not over 10.00 

30. Stationery Goods, School Supplies, Office 

System Supplies 10.36 

31. Stencil, Dye Sinking, Seals Not over 10. 

32. Tobacco , 12.87 
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Average Percentages. 
Subdivisions. Per Cent. 

33. Toys, Children's Tools and Vehicles, includ- 

ing Baby Carriages, Carts, Games, and 

Christmas Novelties . . . Not over 10: 

34. Umbrellas and Canes " " 10. 

35. Washing Machines and Clothes Wringers. ... 12.22 

36. Windmills Not over 10. 

37. Special Products, not elsewhere specified... " " 10. 



FINANCIAL— BANKS, INSURANCE COMPANIES, 
BROKERAGE INSTITUTIONS 

1. Banking — International Not over 10. 

2. Banking — Private, Money Lenders, and 

Pawnbrokers u " 10. 

3. Banking;— Savings " " 10. 

4. Banking— State and National " " 10. 

5. Banking — Trust Companies " " 10. 

6. Banking and Financial Operations, not else- 

where specified " " 10. 

7. Building and Loan Associations " " 10. 

8. Burglar Alarm Systems " «' 10. 

9. Holding Companies, Incorporated Estates, 

Trusts, Investment Concerns . . . " " 10. 

10. Insurance Brokers " " 10. 

11. Insurance — Fidelity and Surety " " 10. 

12. Insurance-— Fire, Mutual " •" 10. 

13. Insurance — Fire, Stock " " 10. 

14. Insurance — Life, Mutual " " 10. 

15. Insurance — Life, Stock * " " 10. 

16. Insurances-Marine . , f " " 10. 

17. Insurance — Casualty, Mutual " " 10. 

18. Insurance — Casualty, Stock " " 10. 

19. Insurance— Title and Abstract " " 10. 

20. Insurance — Not elsewhere specified " " 10. 

21. Safe. Deposit Vaults " " 10. 

22. Stock Brokers and Dealers in Securities on 

Commission " " 10. 



COMMON CARRIERS AND PUBLIC UTILITIES 

1. Cold Storage and Ice Not over 10. 

2. Cotton Compressors and Cotton Storage... " " ,10. 

3. Gas Companies, Illuminating and Fuel " " 10. 

4. Grain Elevators '. u tk 10. 

5. Irrigation Water Works " " 10. 
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Average Percentages. 
Subdivisions. Per Cent. 

6. Light and Power, including Water and Elec- 

tric; Hydro-electric Lighting " " 10. 

7. Market Houses— Public " " 10. 

8. Railways — Electric, City, Suburban and In- 

terurban " " 10. 

9. Railway Express Companies 13.89 

10. Railways — Steam Not over 10. 

11. Steamships — Local, River, Lake, Coastwise 

and Ocean Lines " " 10. 

12. Stock Yards : " " 10. 

13. Tank Car Companies, Refrigerator, Venti- 

lator, and Live Stock Cars : . . " " 10. 

14. Telephone and Telegraph Companies " " 10. 

15. Warehouse and Storage, other than Cotton 

Storage, Wharves, Forwarding, Teaming, 
Stevedoring, Local Express " " 10. 

16. Water Filtration, Distribution for Domestic 

Use " " 10. 

17. Common Carriers and Public Utilities, not 

elsewhere specified. Toll Bridge, Bridge 
Companies, Ferry, Turnpike, United Press 
Association, Passenger Bus Line, Canals, 
etc " " 10. 



TRADING AND MISCELLANEOUS 

1. Brokers — Freight, Grain, Merchandise, Real 

Estate and Ship, Purchasing and Selling 
Agents, Manufacturers' Agents, Exporters 
and Importers (Commission only), Auto- 
mobiles, Sale of Metals Not over 10. 

2. Garages and Livery Stables " " 10. 

3. Jobbers — Merchandise, General and Special. " " 10. 

4. Merchant Tailoring, Needlework, etc 17.14 

5. Merchants — Retail Not over 10. 

6. Merchants — Wholesale 10.45 

7. Real Estate Operators and Promoters Not over 10. 

8. Trading Concerns not elsewhere specified... " " 10. 

9. Amusements, Theatres, Moving Picture 

Shows, County Fairs, Race Tracks and 

Clubs " " 10. 

10. Barbers, Bath-houses, etc " " 10. 

11. Consulting Engineers, Appraisers, Account- 

ants, Adjusters, Architects, Chemists, As- 

sayers and Metallurgists " " 10. 

12. Contractors, Building Construction, Street 

Paving, Machine Installation, etc " " 10. 

1008 (Prentice-Hall Tax Service] 
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Average Percentages. 

Subdivisions. Per Cent. 

13. Decorators and Interior Designing " " 10. 

14. Hospitals, Sanitariums, etc " " 10. 

15. Hotels u " 10. 

16. Laundries, Dry Cleaning, Dyeing, etc " " 10. 

17. Photographs and Art Portraits 19.66 

18. Restaurants Not over 10. 

19. Schools, Colleges, etc " " 10. 

20. Undertakers " *' 10. 

21. Miscellaneous Concerns, not elsewhere speci- 

fied, including Typewriter Exchanges, 
Type-setting, Advertising Services, Com- 
mercial Agencies, and Detective Agencies. " " 10. 
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